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‘TRANSPORTATION 
at A Century 


of Progress 


WE BELIEVE that you will be extremely interested in visit- 
ing the Otis machine rooms at the top of the SkyRipE 
towers. You will find there the latest development in 
Otis signal control elevators. Machine, controllers, selec- 
tors, multi-voltage generators — all may be inspected in 
comfort. It will be quite an experience. 

Nor have the minor aspects of elevator design been 
forgotten. Notice the new treatment in the cars—panels, 
doors, wainscot and ceiling. Notice the color treatment, 
the lighting arrangement, and the large, concealed ventila- 
tion fan. These modern touches will attract you. 

In the Travel and Transport Building at the other end 
of the Fair is another vertical transportation development. 
This is a new type of high-speed escalator—the first time 
shown in this country. So great is its attraction that it has 
carried capacity crowds since the opening day. 

When you visit A Century of Progress, see these recent 


examples of Otis research and development. 
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The Condition of BUSINESS 


ITH the arrival of the middle of July the amaz- 

ing 1933 rise in speculative and business ac- 

tivity, which began with the reopening of the 
banks on March 15, definitely completed its fourth full 
month. Moreover, despite the fact that it had already 
carried some six to eight weeks beyond normal sea- 
sonal expectations there was little evidence visible that 
the forces behind it had spent themselves. 

The period covered by this review—June 15-July 15— 
coincides almost exactly with the period covered by the 
deliberation of the World Economic Conference, and 
as one might expect, this period’s manifestations were 
in a considerable degree a reflection of the develop- 
ments at London. It is a curious commentary on the 
change of mental attitude in this country in recent 
weeks, however, that the continuance of the business 
boom well into July—and its continuance at an ac- 
celerated pace—was attributable in a large measure, 
not to the success of the Conference, but to the very 
circumstance which brought about the latter’s failure. 
This was the decision of President Roosevelt to turn 
away at the last minute from attempts to bring order 
out of chaos internationally and to seek to carry out 
his campaign of price raising at home regardless, for 
the time being at least, of world currency stabilization. 

It became evident during the first week of the Con- 
ference that the speculative markets, which had started 
the violent phase of their rise on April 20, following the 
announcement of the gold embargo, were waiting to see 
what was going to be done about stabilizing the dollar 
before they proceeded. In fact, so nervous was the situ- 
ation for a few days that in the week beginning June 
10, when stabilization talk filled the air, the stock mar- 
ket suffered its most violent reaction in many months. 


HE strong rally in bond prices has continued, and the 

last month has been one of the most profitable for bond 
portfolios of banks ever experienced. It is said that the Fed- 
eral Reserve Board’s monumental study of branch banking 
shows that bond portfolio difficulties played an unimportant 
part in bank suspensions in the decade ended in 1929, but, 
after that, had an increasingly important réle to play in the 
tragedy of bank failures. The sweeping recovery in bond 
prices since mid-April, which was considerably extended in 
the month under review, naturally gives rise to hope that 
the bond portfolio troubles of the banks will be, for the pru- 
dent bank, things of the past. 

Just as significant as the steep upturn in prices of out- 
standing bonds has been the readiness with which several 
new issues were marketed. New York State was able to sell 
a bond issue on an interest basis of 2.936 per cent, a record 
low. Equally important was the remarkable success attained 
in the offering of $60,000,000 Dominion of Canada 15 month 


Whether in recognition of this situation or not, Secretary 
Woodin took occasion, on June 15, to deny officially 
London reports of imminent stabilization; two days 
later this thesis was amplified from the White House, 
and a fortnight later, on July 3, President Roosevelt 
dispatched his now famous “ultimatum” to the Con- 
ference in which he declared that it would be a 
“catastrophe” if the Conference should be “diverted 
by the proposal of a purely artificial and temporary 
experiment affecting the money exchanges of a few 
nations only.” In view of these developments, and in 
view of the accompanying renewal by the Administra- 
tion of its previously announced determination to put 
commodity prices back to their 1924-1925 levels, it is 
small wonder that the speculative markets took a new 
lease on life. It is smaller wonder, likewise, that a cyni- 
cal commentator should remark that we were wit- 
nessing “the first guaranteed bull market” since the 
war days. 

How much the rise in business activity during this 
period has been predicated on the speculation in stocks 
and commodities it is difficult to say, but its perfor- 
mance has been equally spectacular. Production in the 
month of June, according to the Department of Com- 
merce, was at a rate more than sufficient to offset sea- 
sonal adverse influences, reaching the highest level 
since the middle of 1931. This general observation is 
abundantly sustained by the standard indices of indus- 
trial production and distribution. Steel production, 
which had risen from 14 per cent of capacity to 20 
per cent between mid-March and mid-April, which 
had touched 31 per cent in the middle of May and con- 
tinued its rise to 47 per cent by the middle of June, 
stood at 59 per cent in (CONTINUED ON PAGE 50) 


Bonds 


4 per cent notes. Bankers were still unwilling to risk flota- 
tions of corporate issues, but one of the conditions essential 
to a good bond market has been bettered in recent weeks, 
namely, better earnings and the promise of net receipts more 
than sufficient to cover service on fixed debt. That condition, 
together with easy money, the recently exhibited will to in- 
vest on the part of the public and the fact that the Treasury 
has refrained from direct sale of its securities to the Federal 
Reserve, holds out hope for a “normal” bond market. 

In the foreign field two noteworthy events took place. 
Germany relented somewhat from her earlier attitude and 
agreed to pay 50 per cent of the service on external debt in 
foreign exchange and 50 per cent in mark checks. Foreign 
bondholders are being made to suffer loss of service so that 
the Reichsbank’s gold reserves may be built up, but they 
are to suffer less than it was at first indicated they would. 
Second, the United States followed up its $50,000,000 loan 
to China with one of $4,000,000 to Russia. 
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When You Look Behind This Mortgage: 


Long Life Construction 
Low Maintenance 
Economical First Cost 
Fireproofness 


Good Style 
A Safe Investment 


Totw ys 


= Concrete Homes make good mortgage risks. They are subject to none 


of the hazards of jerry-built construction. 


Depreciation is low—floors don’t sag; walls stay rigid; roofs withstand the 
Pp & y rig 


elements; fire can make no inroads in the Concrete Home. 


In every community there are builders and concrete contractors experi- 
enced in all the construction technique 


Porttann CEMENT Association required in building the low cost, fireproof, 


Room 148— 
33 W. Grand Ave., Chicago concrete home. All materials are locally 


available, ready and waiting. 

fireproof con. Complete information, suggested plans, 
and construction data for your 
guidance are yours for the 
asking. Just fill out this 
handy coupon and send it 


in today. 


PORTLAND CEMENT ASSOCIATION 


33 W. GRAND AVE. CHICAGO 
COMCRETE FOR PERMANENCE 


Mortgas° 
DWELLING & & 
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INTERNATIONAL 


The Chicago Board of Trade. Prices have registered a broad upswing 


HE most important news of the 

month under review is to be found, 
first, at the World Monetary and 
Economic Conference in London and, 
second, in the momentous changes be- 
ing wrought in this country’s economic 
life by the practical application of the 
principles expressed in the National 
Industrial Recovery Act. In a real sense, 
however, what has been happening at 
London and Washington is but the 
manifestation in widely separated places 
of the new theory of business and gov- 
ernment which the Roosevelt Adminis- 
tration has adduced. 

The story of the world economic con- 
ference is largely the story of the re- 
treat of the American delegation from 
a position of international cooperation 
to one of economic nationalism in its 
most virulent form. The transition was 
not achieved without the frequent em- 
barrassment of the American represen- 
tatives. On June 14, at the outset of the 
conference, Secretary Hull, as the head 
of the American group, made a strong 
plea for the end of economic national- 
ism and emphasized the need for tariff 
revision. On the same day Chancellor 
Chamberlain, for Great Britain, stressed 
the desirability of debt settlements and 
currency stabilization. 

When, later, the parley was thrown 
into confusion by the Administration’s 
unexpected attitude on the currency 
question, Mr. Roosevelt sent his chief 
advisor, Raymond Moley, to London. 
Mr. Moley was to be embarrassed on 
the currency stabilization question no 
less than his fellow Americans were 
shortly after the conference opened. 

President Roosevelt turned his back 
on even the vaguely stated Conference 
policy looking to future stabilization, 
and an end of exchange speculation, to 
which, it was understood, Mr. Moley 
had agreed. He notified the conference 
on July 1 that the proposal submitted 


to him was rejected “in its present 
form”. This view he reiterated in still 
stronger terms on July 3 by declaring 
that it would be a “catastrophe” if the 
conference were to be “diverted by the 
proposal of a purely artificial and tem- 
porary experiment affecting the mone- 
tary exchanges of a few nations only.” 
On July 5 Mr. Roosevelt made his cur- 
rency ideas slightly more plain to the 
conference by coming out for a “man- 
aged currency”. He said he hoped to 
keep prices on 1924-25 levels. The final 
blow which America had to give on the 
subject of currency stabilization came 
on July 12. Just as it was getting ready 
to discuss the limited objectives which 


it had laid out, the Federal Reserve | 


sent word that it refused to assent to 


discussion of rules for future guidance | 


of central banks. 


America’s handling of the currency | 


proposals threatened constantly to cause 


the delegates of other nations to seek | 
an adjournment of the Conference. On | 


July 6 Secretary Hull prevented an im- 


mediate dissolution by an earnest plea | 
for continuation, if only with the scope | 


greatly narrowed. The gold bloc was 


successful in having money questions | 


barred from further discussion. 


On July 13 Professor Raymond | 


Moley, Dr. Oliver M. W. Sprague and 


Herbert Bayard Swope arrived at New | 


York from London, and Dr. Sprague 
was frank to say that he thought the 
conference should adjourn for three 
months so that the price raising policy 
of the United States could be further 
tested. 


The United States sabotaged the cur- | 


rency stabilization projects before the 
conference, but it had two definite pro- 
posals to make in other fields. Through 
Senator Pittman it introduced a mone- 
tary proposal which provided, among 
other things, that the nations would 
turn to a gold plus silver basis, that 
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Business 


Life Insurance 
Can Help Now 


A MAN—his 
knowledge, personality, or 
driving force—may be the 
biggest asset a business has 
in times like these. Is there 
such a man in your busi- 
ness? 

Ask the John Hancock 
agent in your locality to 
outline a method of apply- 
ing life insurance to any 
business so that the earn- 
ing power of one or more 
individuals may be capital- 
ized with a view to strength- 
ening credit. 


LiFE INSURANCE COMPANY 
OF BosTON, 


A mutual dividend-paying company 70 years 
in business. Among the strongest in reserves 
and assets. Paid policyholders in 1932 over 
100 million dollars. Offers every phase of 
personal and family protection including 
Annuities and also Group forms for firms 
and corporations. 


A. B. A. J. 8-33 


The 


Riags National 


Bank 
of 


Washington, D. C. 


Established 1836 


Resources over 


$75,000,000 


RoBERT V. FLEMING, President 
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20 YEARS 


OF SAFEGUARDING 


collateral that would not 
fit your vaults 


The Lawrence Warehouse Company, creator of the 
Lawrence System of Field Warehousing, 
was 20 years old on July Ist, 1933 


N these twenty years commodity paper running into hundreds of mil- 
lions of dollars has been created by using Lawrence Warehouse 
Receipts covering the inventories of manufacturers and producers. 


Time and again commodities valued into hundreds of thousands of 
dollars have withstood every claim of general creditors to the complete 
protection of thoughtful bankers who asked for Lawrence System Ware- 
house Receipts when they may not have seemed at all necessary. 


Throughout the entire period of twenty years, the Lawrence Warehouse 
Company has never failed to discharge its full legal liability as ware- 
housemen in the interests of its warehouse receipt holders. 


These are the things that go to make the twenty years of experience 
behind the Lawrence System the most important consideration in field 
warehousing today. 


KEEP YOUR LOANS SAFE AND EASY TO LIQUEFY 


In addition to outstanding safety, loans based on warehouse receipts 
enable rediscount quickly at the lowest rates in times of emergency. 


Where the opportunity exists to do so, always protect loans with 
Lawrence Warehouse Company Receipts covering readily marketable 
inventory of the borrower. 
ALSO: 

Careful loan officers are no longer allowing the borrower to nominate 
the holder of his bank's collateral in field warehousing situations. They 
are demanding the best and most experienced field warehousemen avail- 
able—the Lawrence System at no greater cost to the bank's customer and 
infinitely better protection to themselves. All Lawrence Warehouse 
Receipts are insured up to a million dollars for performance of full 
worehousemen’s legal liability. 


Compare the thoroughness of the Lawrence System Field Warehousing, 
step by step, to any other system and the experienced personnel direct- 
ing it to any other in field warehousing, is all we ask in making your 
selection of field warehouse service. 


[AWRENCE 
WAREHOUSE OMPANY 


A. T. GIBSON, President 


CHICAGO SAN FRANCISCO 
1 N. La Salle 37 Drumm St. W. P. Story Buiiding 


LOS ANGELES 


minimum legal reserve percentages for 
central banks be reduced to 25 per cent, 
of which one-fifth would be silver; that 
the debasement of silver token coins be 
stopped and a limitation set on arbi- 
trary sales of silver in the world market. 
The silver provisions of the Pittman 
plan were side-tracked by a sub-com- 
mittee. Also as a result of American 
effort, the Conference’s wheat com- 
mittee stated on July 5 that the leading 


| wheat countries had agreed in principle 


on a “policy of temporary adjustment 


| of production to consumption.” 


The Conference decided on July 14 


| to adjourn on July 27. 


NIRA 


DONALD RICHBERG, general coun- 


sel for the Industrial Recovery Admin- 
istration, on July 6, warned industry that 
it must now govern itself or submit to 
political control, and on July 7 General 
Johnson told industry that the Admin- 


| istration must insist, if the increase in 
| production was to continue, that it use 
| the facilities of the national recovery 
| act to build up mass purchasing power. 


The first major agreement to be form- 


| ulated under the recovery act was that 
| of the cotton textile industry, which Mr. 


Roosevelt approved on July 9. The 


| code provided for a maximum work 


week of 40 hours, minimum wages of 


| $12 a week in the South and $13 in the 


North, and elimination of child labor. 


| By mid-July the codes were coming in 
| thick and fast to General Johnson’s de- 


partment. On July 12 the electrical and 
shipbuilding industries submitted their 
codes, followed by those of the oil, coal, 


| women’s cloak and suit, general con- 


tracting, cement, men’s apparel and 
others on July 13. Nevertheless, the Ad- 
ministration kept working on plans for 
a blanket code for all industry so that 


| the emergency unemployment section 


of the recovery act would get under way 


| as soon as possible. 


Public works, another arm of attack, 
received on June 23 an allotment of 
$400,000,000 in road funds to states 
and territories. The War Department 
also submitted a $135,000,000 program 
for reconditioning army posts and na- 


| tional cemeteries. 


Meanwhile, on the agricultural front, 
pressed the administration’s plans for 
crop reduction and farm relief. Incident 
to the placing in effect of the processing 


| tax on wheat, bread prices were raised 


from 1 to 2 cents in many centers in 
the first half of July. Secretary Wallace 


U.S it2 § k Bid issued a stern warning to the bakers. 
.S. Na n St. 
ional Ban 9 anta Fe Bidg., Unit econd National Ban 9 ranklin On June 19 he moved for the destruc- 


CERTIFIED on checks - LAWRENCE on Warehouse Receipts | tion of one-fourth of the United States 


8 
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cotton crop, about 10,000,000 acres, 
and on June 28, a 20 per cent reduction 
incorn land. He still favored the process- 
ing tax—4.2 cents on cotton and 30 cents 
on wheat—in spite of the startling de- 
clines in the Government’s reports on 
crops as of July 1. The wheat crop 
promised to be the smallest in 40 
years, with the indicated output less 
than domestic requirements for the first 
time in 40 years. 

Owing chiefly to imports of raw ma- 
terials, imports in May increased by 
nearly $19,000,000 to $108,000,000, one 
of the largest advances since 1929. Ex- 
ports were higher by nearly $9,000,000, 
aided by heavy shipments of cotton. 

Cotton on June 26 rose more than 
$4 a bale, with all positions above 10 
cents, and wheat was more than 7 cents 
a bushel higher in the Chicago grain pit. 
The gains in these commodities were 
the sharpest in years. Crude oil was 
marked up from 2 to 15 cents a barrel 
and gasoline 1 cent a gallon in several 
sections of the country. 

Bank clearings in the week ended 
June 28 were smaller than in the pre- 
vious week, but they showed the largest 
percentage gain over the previous year’s 
figures since the depression began. 

May production of automobiles, it 
was revealed on June 30, was 218,171 
cars, an increase of 37,504 over April 
and the largest total for any corres- 
ponding period since July, 1931. 

Security trading set a record in June, 
with sales amounting to 125,627,124 
shares, compared with 104,229,094 in 
May and with an all-time record of 
141,668,410 shares in October, 1929. No 
June ever had a larger share turnover. 

The United States Government wound 
up its fiscal year on July 1 with a 
deficit of $1,786,000,000, against .$2,- 
880,000,000 for the previous fiscal year. 


EUROPE 


FEARING a German coup, Chancellor 
Engelbert Dolfuss of Austria at London 
asked the aid of the Powers on June 13 
in his country’s fight against Nazi ter- 
rorism. On June 14, in retaliation for 
the arrest in Vienna of Theodor 
Habicht, State Inspector of the Nazis 
in Austria, Germany ordered Dr. Erwin 
Wasserbaeck, press attaché of the 
Austrian delegation, out of Germany. 

The Soviet-British trade war was 
ended on July 1 with the release of the 
two British prisoners, William Mac- 
Donald and Leslie C. Thornton. Both 
sides saved their faces, the British 
getting access again to the Russian 
market and Russia pointing out that 
the trade embargo was lifted first. 
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Sacmon P. Cuase, Secretary of the Treasury under 
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RESOURCES 


CasH AND DUE From Banks 
U. S. GovERNMENT SECURITIES 
STATE AND SEcurITIES 
MATURING WITHIN TWO YEARS . i 
OTHER STATE AND MunIcIPAL SECURITIES. 
OTHER SECURITIES 
MATURING WITHIN TWO YEARS . 
FEDERAL RESERVE BANK STOCK . 
OTHER Bonps AND SECURITIES. 
Loans AND DiscounTs . 
. 
Customers’ ACCEPTANCE 
LIABILITY . 


$91,442, 500.80 
Less AMountT IN PorTFOLIo 


5,883,232.40 


OTHER ASSETS . 


$ 


AA 


LINCOLN 


Tue CHASE 
NATIONAL BANK 


of the (ity of New York 


STATEMENT of CONDITION JUNE 30, 1933 


357,374, 133.97 
207,954,818. 10 


90,477,288.13 
8,506,289.43 


44,231,972.86 
8, 160,000.00 
97,628,637.20 
779,754,902.38 
32,069, 185.55 


85,559,268.40 
15,465,668.12 
1,727,182,164.14 


LIABILITIES 


SuRPLus 

UnpivIbDED Prorits 

RESERVE FOR TAXES, INTEREST, 
CONTINGENCIES, ETC... . . . 

DivipenD Payas-e Juty 1, 193 

Deposits . 

ACCEPTANCES 
Less AMOUNT IN PortTFOoLio 


$93,353,668.42 
5,883,232.40 

LiaBILity AS ENDORSER ON ACCEPTANCES 
AND ForeIGn BILLs 

OTHER LIABILITIES . 


148,000,000.00 
50,000,000.00 
8,704,629. 11 


3,332,938.18 
2,590,000.00 
1,408,337,158.06 
87,470,436.02 


1,101,189.28 
17,645,813.49 


This statement does not include the statements 
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$1,727,182, 164.14 


of any of the 


organizations affiliated with The Chase National Bank 
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Friendships Ripen 
Under the New Deal 


T° new banking conditions and 


regulations under which we are 
working will make more vital and 
necessary close contact between banks 


and their correspondents in reserve Cities. 


We anticipate the intimate personal re- 
lationship built up through a long period 
of years will now prove an invaluable 
asset and a most important factor in the 
readjustment incident to the new Era for 


banks who correspond with us. 


FIRST NATIONAL BANK 


BROADWAY LOCUST OLIVE 
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The Reserve Board’s 
Difficult Assignment 


The Banking Act of 1933 


Gives the Board Important Powers 


ENATOR GLASS, in his splendid address of April 27 
S with relation to the gold embargo and to the first sec- 

tion of the inflation bill then pending, declared that this 
section “creates the Federal Reserve Bank System into a 
servile agency of the Treasury Department.” Elsewhere he 
is quoted as saying that the Federal Reserve Board was to 
become a mere “doormat” for the Treasury. 

That the Reserve Board has by the recent legislation been 
placed pretty definitely under control of the Treasury or of 
the Administration cannot be doubted, so far at least as mat- 
ters of broad credit policy which are assumed to affect prices 
of commodities are concerned. But the 
Banking Act of 1933, nevertheless, con- 
tains more than 20 paragraphs which in- 
crease the power of the Board. Most of 
these increases of authority have to do 
with administrative detail and include 
prescribing regulations or enforcing pen- 
alties in a wide variety of cases, but 
there are several which are far-reaching 
and have to do more or less with matters of credit policy. 

At least one is in the direction of giving the Board a more 
independent status. The fourth paragraph of Sec. 10 of the 
Federal Reserve Act is amended so as to provide that the 
funds derived from assessments upon the Federal Reserve 
banks to pay the Board’s expenses and salaries “shall not be 
construed to be Government funds or appropriated monies.” 
These funds had previously been subject to the audit of the 
Comptroller of the Treasury, who had made some rulings 
from time to time which were not only annoying but which 
in the opinion of the Board tended to prevent its most efficient 
operation. 

Several pivotal sections of the Act are designed to prevent 
the use of Federal Reserve funds in speculation and to limit 
loans based upon stock and bond collateral. One of these 
brings the Board into direct contact with member banks 
without any necessary intervention or recommendations from 
the Federal Reserve banks. This (Sec. 7) amends Par. (m) 
of Sec. 11 of the Federal Reserve Act so as to provide that 
“upon the affirmative vote of not less than six of its mem- 


Mr. Platt is vice-president of the Marine 
Midland Group and was formerly Vice- 


Governor of the Federal Reserve Board 


By EDMUND PLATT 


bers the Federal Reserve Board shall have power to fix from 
time to time for each Federal Reserve district the percentage 
of individual bank capital and surplus which may be repre- 
sented by loans secured by stock or bond collateral made 
by member banks within such district.” It is further pro- 
vided that any percentage so fixed “shall be subject to change 
from time to time upon ten days notice,” and that the “Fed- 
eral Reserve Board shall have power to direct any member 
bank to refrain from further increase of its loans secured by 
stock or bond collateral for any period up to one year under 
penalty of suspension of all rediscount privileges.” 

Sec. 3 of the Glass Act amends Sec. 
4 of the Federal Reserve Act which has 
reference to the organization of the Fed- 
eral Reserve banks and the powers and 
duties of their directors. The amend- 
ment requires each Federal Reserve 
bank to keep itself informed “of the 
general character and amount of the 
loans and investments of its member 
banks with a view to ascertaining whether undue use is be- 
ing made of bank credit for the speculative carrying of or 
trading in securities, real estate or commodities or for any 
other purpose inconsistent with the maintenance of sound 
credit conditions.” It would seem that these two sections 
of the Banking Act of 1933 should be read together, and, al- 
though Sec. 7 gives the Board power to exercise control over 
collateral loans without referring to the Federal Reserve 
banks, it would be difficult, if not impossible, to enforce the 
section without recommendations from them. 

It is noteworthy that Sec. 3 of the new Banking Act dis- 
tinctly gives the Federal Reserve banks authority to refuse 
to make loans to the member banks. The amended paragraph 
formerly required that the board of directors of each Federal 
Reserve bank “‘shall administer the affairs of said bank fairly 
and impartially and without discrimination in favor of or 
against any member bank or banks, and shall, subject to the 
provisions of law and the [This phrase which seems to make 
the extension of Federal Reserve credit subject to the “orders 
of the Federal Reserve Board” was in the Reserve Act when 


11 


12 


first passed. It has always been regarded 
as a dead letter, as no authority to issue 
orders with regard to loans to member 
banks is included in the section which 
set forth the powers of the Board] 
orders of the Federal Reserve Board, 
extend to each member bank such dis- 
counts, advancements and accommoda- 
tions as may be safely and reasonably 
made with due regard for the claims 
and demands of other member banks.” 
The word “‘shall’’ has been changed in 
the new act to “may”, doubtless because 
the Federal Reserve banks had often 
maintained that a member bank pre- 
senting eligible paper and needing funds 
because of loss of deposits or because of 
deficient reserves was entitled to credit, 
that the Federal Reserve bank could not 
undertake to determine for what specific 
purpose a credit, which in most cases 
had already been granted, was used. It 
was the contention of the Federal Re- 
serve Board in its recommendations with 
relation to the Glass Bill in the spring 
of 1932, that Sec. 3 covered everything 
that was necessary to control specula- 
tion and that Sec. 7 was superfluous. 
Section 3 requires the chairman of each 
Federal Reserve bank to report to the 
Federal Reserve Board “any such un- 
due use of bank credit by any member 
bank, together with his recommenda- 
tion,” and the Board may then after a 
reasonable notice and opportunity for a 
hearing “suspend such bank from use of 
the credit facilities of the Federal Re- 
serve System.” 


BROKERS’ 


THERE is still another section in the 
new banking act which has the same 
purpose, the limiting of loans “secured 
by collateral in the form of stocks, 
bonds, debentures and/or other such ob- 
ligations, or loans made to members of 
any organized stock exchange, invest- 
ment house or dealer in securities, upon 
any obligation, note or bill secured or 
unsecured for the purpose of purchas- 
ing and/or carrying stocks, bonds or 
other investment securities.” This (Sec. 
9 of the new Act) amends Sec. 13 of the 
Federal Reserve Act—the section which 
has reference to the powers of the Fed- 
eral Reserve banks—defining the instru- 
ments of credit that are eligible for re- 
discount or purchase, etc. One of its 
paragraphs provides that any Federal 
Reserve bank may make advances to 
member banks on their promissory notes 
for a period not exceeding 15 days, pro- 
vided such promissory notes are secured 
by paper eligible for rediscount or pur- 
chase, “or by the deposit or pledge of 
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bonds or notes of the United States.” 

The amendment extends the period 
for advances to banks on their own 
promissory notes from 15 to 90 days, 
provided such notes are secured by 
eligible paper, but “if any member bank 
to which any such advance has been 
made shall, during the life or continu: 
ance of such an advance and despite an 
official warning of the Federal Reserve 
bank of the district or of the Federal 
Reserve Board to the contrary, increase 
outstanding loans secured by collateral 
in the form of stock, bonds, etc., ... 
such advance shall be deemed immedi- 
ately due and payable, and such member 
bank shall be ineligible as a borrower 
of the Federal Reserve bank of the dis- 
trict under the provisions of this para- 
graph for such period as the Federal 
Reserve Board shall determine.” 

This section came in for a good deal 
of discussion at the time of its introduc- 
tion. Its design was evidently to hold 
down brokers’ loans, as most of the bor- 
rowings from the Federal Reserve of the 
banks of New York and Chicago, the 
Wall Street and the LaSalle Street 
banks, have been made on their own 
15-day notes rather than on rediscounts. 
The omission of this amendment was 
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also recommended by the Federal Re- 
serve Board on the ground that Sec. 3 
gave sufficient authority. These three 
amendments were, of course, due to the 
speculative era of 1928-29 which was 
largely financed on a tremendous expan- 
sion of brokers’ loans. Here again the 
Federal Reserve Board could issue a 
direct warrant to a recalcitrant member 
bank over the head of the Federal Re- 
serve bank of the district. 

How far these three amendments are 
likely to be effective in accomplishing 
their purpose remains to be seen. A large 
proportion of the loans of member 
banks secured by stocks and bonds are 
not to be classed as speculative and fre- 
quently the Comptroller’s examiners, 
when they think certain unsecured loans 
are doubtful, require the makers to put 
security back of them, which causes an 
increase of such loans quite apart from 
any speculative purpose. It cannot be 
doubted, however, that the amendments 
contained in these three sections will 
make member banks much more careful 
in the future in the matter of extending 
loans of a speculative character, and if 
they lead to the formation of banking 
tradition against the making of loans 
that cannot be paid without sale of the 
collateral they will have accomplished 
something worth while. 

INTEREST RATES 
THE most important of the other in- 
creases of Federal Reserve power in the 
Banking Act of 1933 is the power of the 
Board to fix interest rates on time de- 
posits contained in Sec. 11. Member 
banks are prohibited in this section 
from paying any interest whatever on 
“any deposit which is payable on de- 
mand,” with certain exceptions relating 
mostly to deposit of public funds ‘made 
by or on behalf of any state” or other 
subdivision or municipality “with re- 
spect to which payment of interest is 
required under state law.’’ Whether this 
exception is broad enough to include 
what are known as court funds on which 
interest is required by state laws in 
many states is yet to be determined. 
Obviously the prohibition of payment 
of interest on demand deposits would 
be likely to cause a shift from demand to 
time deposits, and the Board is, there- 
fore, given authority “from time to time 
to limit by regulation the rate of inter- 
est which may be paid by member 
banks on time deposits, and may pre- 
scribe whatever rates for such payment 
on time and savings deposits having dif- 
ferent maturities or subject to different 
conditions (CONTINUED ON PAGE 68) 
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Certified Political Accountancy 


“Whether or not the Federal Budget is technically in balance is 

no longer a practical issue. It all depends primarily upon 

whether the Federal Treasury keeps one set of books or two 
sets of hooks” 


IE Government of the United 
States is spending a great deal of 
money. The balance of what the 

Federal Treasury receives and what it 
is to pay out may be known by various 
and sundry names such as the budget or 
the extraordinary budget, as special, re- 
curring or non-recurring appropriations, 
as emergency expenditures or what-not, 
but the hard fact of the matter is that 
the last Congress and the current Con- 
gress have appropriated the sum of 
$7,454,691,847 to be expended for the 
support of the Government in the cur- 
rent fiscal year and for the emergency 
program. Against this total it has rev- 
enue in sight of about $3,000,000,000. 

The last Congress appropriated $3,- 
081,439,200 as the regular allowance for 
carrying on the Government with a few 
extras, not including the independent 
offices appropriation bill which was ve- 
toed by President Hoover, or the Dis- 
trict of Columbia appropriation bill 
which failed of passage and is only in 
part a charge upon the Federal 
Treasury. 

The new Congress appropriated $4,- 
373,252,647. This sum included $631,- 
802,546 for the independent offices of 
the Government, $30,375,834 for the 
District of Columbia which the District 
mostly raises for itself, $994,597 for mis- 
cellaneous items and $3,710,079,670 for 
unemployment relief, recovery or what- 
ever the emergency program may be 
called. There are also the $50,000,000 
Muscle Shoals temporary allowances 
and sums eventually ranging up to 
$200,000,000 or so for the Civil Conser- 
vation Corps, funds for these projects 
coming for the time being from money 
originally appropriated for other pur- 
poses. 

In time, no doubt, these statistics will 
be the subject of partizan controversy. 
The first shots have already been fired. 
Representative Bertrand H. Snell, Re- 
publican Leader in the House, takes the 
figures for the appropriations of the 
special session of the present Congress 


and shows that the budget is farther 
out of balance than it ever has been save 
in one year during the World War. 

Representative Joseph W. Byrns and 
Senator Joseph T. Robinson, the two 
Democrat Leaders, take the same fig- 
ures and show a balanced budget— 
always excepting, of course, the emer- 
gency appropriations for public works 
and other relief enterprises. 

The public can take its choice. The 
fact remains that the money is being 
spent. It requires no great political per- 
spicacity, however, to appreciate the 
situation. Partizan discussion and pub- 
lic approval or disapproval eventually 
depend upon the measure of success 
which attends the use of these tremen- 
dous outpourings of money. If they lead 
to business recovery there will be no 
partizan discussion—at least on the part 
of the opposition. If they fail to ac- 
complish their object it will require no 
injection of partizanship to liven up the 
situation. 

Whether or not the national budget is 
technically in balance is no longer a 
practical issue. It all depends primarily 
upon whether the Federal Treasury 
keeps one set of books or two sets of 
books—an ordinary set and an extraor- 
dinary set. Under the appropriations 
of the last Congress and the new Con- 
gress and basing estimates of revenue 


upon the actual revenue collections of 
the last three months of the fiscal year 
just closed, the ordinary budget for the 
new fiscal year indicated a deficit of 
between 14 and 15 hundred million 
dollars. Against this the new Congress 
imposed a beer tax which now promises 
to produce about $150,000,000 for the 
year and an additional half cent a gal- 
lon on gasoline, which may produce 
another $50,000,000. These taxes would 
reduce the anticipated deficit to around 
a billion and a quarter dollars. The 
economy program was expected to dis- 
pose of this deficit and, on paper, has 
gone a long way towards doing so. 

The original cuts in allowances for 
war veterans were too deep for the poli- 
ticians and modifications of the original 
order both by Congress and the Execu- 
tive will probably restore about $120,- 
000,000 of the $400,000,000 slashed. 
Departmental cuts also in many cases 
were found to be impracticable from a 
political if not an economic viewpoint 
and gradually original expenditures in 
many cases have been at least partially 
renewed. Thus no one knows what the 
actual savings under the economy pro- 
gram will be —not even the Government 
itself. 

After all, what is the budget between 
friends? Call an appropriation by an- 
other name and it will go just as far. 
The ordinary budget of the Navy has 
been slashed radically. But the public 
works-unemployment relief fund pro- 
vides for the construction of 32 new 
vessels at an expenditure of $238,000,- 
000 and the Navy Department is plan- 
ning to (CONTINUED ON PAGE 64) 
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By F. D. FARRELL 


Farm Adjustment Begins 


HE Agricultural Adjustment Act 
of May 12, 1933, represents a sec- 
tor of a wide battle front in a war 
against the conditions with which agri- 
culture has contended since the sum- 
mer of 1920 and with which industry 
and commerce have struggled since the 
ntumn of 1929. The agricultural pro- 
‘am that is being set up under the 
provisions of the Act is a part of a com- 
prehensive national economic program 
that seeks frankly to bring about fun- 
damental changes in our methods of 
utilizing natural resources and of pro- 
ducing and distributing economic goods. 
The larger program calls for greatly 
increased socialization of our economic 
activities, for extensive large-scale, long- 
time planning and for certain definite 
controls, both private and govern- 
mental, that are necessary if socializa- 
tion and planning are to be effective. 
The Act is divided into three parts. 
Part I relates to Agricultural Adjust- 
ment and is to be administered by the 
Department of Agriculture. Part II, re- 
lating to Agricultural Finance, is to be 
administered by the Farm Credit Ad- 
ministration. Part III, which provides 
for Monetary Control, is to be ad- 
ministered by the Treasury, the Fed- 
eral Reserve Board and the President. 
This part of the Act involves not only 
agriculture but all business. While it is 


Two million cotton growers in 820 coun- 

ties, according to some estimates, will be 

offered an opportunity to take part in 
the Government’s program 


“Nobody knows whether the farm adjustment program will suc- 
ceed. Its sponsors describe it frankly as an experiment. It seeks 
to socialize agriculture at least to the extent that farmers, in what 
is believed to be the public interest, will restrain their production 
activities and that processors, distributors and consumers will 
contribute something toward paying farmers for exercising this 
restraint,” says Mr. Farrell, who is president of Kansas Agricul- 
tural College and a member of the Advisory Council, Agricultural 
Commission, American Bankers Association 


important to recognize that the three 
parts are interrelated and that the Act 
as a whole is but a part of a still larger 
national program, this discussion will 
deal only with Agricultural Adjustment, 
and that only in part. 

The objectives of Part I of the Act 
are both economic and social. In part, 
the policy of Congress as declared in 
the Act is to restore the purchasing 
power of certain specified farm prod- 
ucts to the average level of the 5-year 
period ending with July, 1914. With one 
specified product, tobacco, the period 
is August, 1919, to July, 1929. The 
products specified in the Act as “basic 
commodities” are wheat, cotton, hogs, 
field corn, rice, tobacco and milk and 
its products. 

The adjustment programs definitely 
are based on the fact that prices are 
determined primarily by supply and 
demand. “The cotton grower should 
realize,” says the Secretary of Agricul- 
ture, “that the price of cotton this fall 
when he markets his crop will be de- 
termined primarily by fundamental 
economic factors which will be adverse 
unless something is done.” They also 


are based on the assumption that the 
export business in agricultural com- 
modities will not soon return to its 
volume of five or ten years ago. 

The procedure by which adjustment 
is to be attempted involves the principle 
of domestic allotment, or in some way 
is related to domestic consumption. For 
reducing acreage, the farmers who par- 
ticipate in the program are to be paid 
by the Federal Government. The 
amount of the payment, or allotment 
benefit, is to be determined by the 
amount of the commodity that is con- 
sumed domestically. For example, if 
60 per cent of the total wheat crop of 
the United States is used for human 
consumption in this country, the wheat 
farmer who contracts with the Govern- 
ment to reduce his wheat acreage to 
the extent required by the Government 
(not more than 20 per cent) will re- 
ceive on each bushel of 60 per cent 
of his wheat crop a benefit payment 
sufficient to make the price per bushel 
a “parity price”. The “parity price” is 
a price that will give a bushel of wheat 
its pre-war purchasing power. 

The plan seeks to provide higher 
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prices for wheat but to prevent the in- 
crease in production that normally re- 
sults from higher prices. 

The adjustment mechanisms for 
wheat and for cotton are somewhat dif- 
ferent in detail but substantially alike 
in principle. A description of the wheat 
mechanism will illustrate the principle. 
The total quantity of wheat on which 
allotment benefits may be paid in 
Kansas for 1933 is based on the average 
annual production of wheat in Kansas 
for the 5-year period ending with 1932. 
The same method is used, of course, 
for all wheat producing states. The cor- 
responding quantity for Barton County, 
Kansas, is based on that county’s aver- 
age annual production for the same 5- 
year period. These quantities are ascer- 
tained from production statistics of the 
United States Department of Agricul- 
ture. The wheat growers in Barton 
County who contract to reduce their 
wheat acreage form a “county wheat 
production control association.” This 


association then adopts one of two al- 
ternative plans for determining the al- 
lotment for each individual member. In 
each plan the individual farmer’s allot- 
ment is based on the acreage and pro- 
duction of a 3-year period. 


TWO PLANS 


IN one plan, the individual’s allotment 
is based on the average acre yield for 
the county for the three years 1930, 
1931 and 1932, multiplied by the indi- 
vidual’s average annual wheat acreage 
for the same three years. In the other 
plan, the individual’s acre yield, instead 
of the average acre yield for the coun- 
ty, and the individual’s average acreage 
are used to determine the allotment. 
The first plan is simpler and less expen- 
sive to administer. The second plan is 
more fair to those farmers whose acre 
yields are high, but it is more cumber- 
some and more expensive to administer. 
As each county wheat production con- 
trol association will pay its own oper- 
ating expenses, it may be that the first 
plan will be the more popular of the 
two. 

When the allotment of an individual 
wheat grower is determined the county 
association officers certify it to the Gov- 
ernment and the grower receives from 
the Department of Agriculture a pre- 
determined amount on each bushel of 
his allotment. Suppose, for example, 
that Farmer Brown produced 100 acres 
of wheat each year in 1930, 1931 and 
1932, and that his average production 
was 1,000 bushels a year. Suppose, also, 
that domestic (human) consumption 


of wheat was approximately 60 per cent 
of the total United States crop. Farmer 
Brown’s allotment then would be 60 per 
cent of his average production, or 600 
bushels. The benefit payment on each 
bushel of his allotment would be the 
amount of the processing tax (to be 
mentioned later), less administrative 
costs. These costs are expected to be 
about 2 cents a bushel. 

If the net benefit payment was 28 
cents a bushel, Farmer Brown’s benefit 
payment wou!d be $0.28 x 600, or $168. 
This is the amount that Farmer Brown 
would be paid for reducing his wheat 
seeding to not more than 80 acres in the 
autumn of 1933. This $168 would be 
in addition to what Farmer Brown 
would receive for his wheat when he 
sold it. Moreover, his contract with the 
Government will provide that similar 
benefit payments will be made on his 
wheat crops of 1934 and 1935 in return 
for his keeping his acreage reduced. 

In short, the plan offers wheat price 
insurance for 1933, 1934 and 1935, for 
the domestically consumed portion of 
the wheat crop. The insured price is to 
be sufficiently high to give the domesti- 
cally consumed portion of the wheat 
crop pre-war purchasing power. If the 
plan is as effective as its sponsors hope 
it will be, the reduction in supply may 
influence wheat prices so that the en- 
tire wheat crop will have pre-war pur- 
chasing power. 

Funds for paying the allotment bene- 
fits are to be provided by processing 
taxes. On June 27 the processing tax 
on wheat for 1933 was proclaimed as 
30 cents a bushel. The processing tax 
will increase the price of flour. But the 
Department of Agriculture claims that 
not all this increase should be reflected 
in the cost of bread to consumers. The 
Department states that in the five-year 
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Before either allotment or production 
control was necessary 


period 1909-13, hard winter wheat sold 
at Kansas City at 95 cents a bushel, 
flour sold at $4.38 a barrel and bread 
retailed at 6 cents a pound; but that in 
1932 when wheat was 46.9 cents and 
flour was $3.85 at Kansas City, bread 
retailed there at 6.7 cents a pound. 
“While wheat prices fell 50 per cent,” 
says the Department, “bread prices rose 
10 per cent. Such a spread suggests that 
at least a part of the processing charge 
should be absorbed in the spread be- 
tween the producer and consumer.” 

A few brief observations regarding 
the adjustment program for wheat will 
illustrate some of the basic principles 
involved in the larger program for farm 
adjustment: 

(1) The plan is purely voluntary. 
The Government will not require any 
farmer to sign the acreage reduction 
contract. Unless a substantial number 
of wheat growers sign the contract, the 
plan cannot succeed. To get allotment 
benefits a farmer must sign the con- 
tract and reduce his acreage as the con- 
tract requires. But any farmer who so 
desires can decline to sign the contract 
and can expand his acreage as much as 
he likes. 

(2) The local operation of the plan 
is in the farmers’ hands. The county 
wheat production control association is 
to be managed democratically, so that 
a substantial responsibility for the suc- 
cess of the plan will rest with the farm- 
ers themselves. 

(3) The plan does not restrict the 
farmer’s liberty in marketing. He can 
sell his wheat when, as and to whom 
he pleases. If he signs the contract, he 
must plant (CONTINUED ON PAGE 52) 
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Interest Rates 


After the Banking Act 


F ANY proof had been needed of 

the extreme delicacy with which 

legislation affecting the banks of the 
country must be drafted and applied, 
that proof has been supplied in the 
care with which the Federal Reserve 
authorities are finding it necessary to 
draft the rules and regulations govern- 
ing the payment of interest on time and 
savings deposits as provided for in the 
new banking law. 

There is considerable ground for sus- 
picion that the blithe readiness with 
which Congress passed to the Federal 
Reserve Board the power to establish 
such regulations was founded more upon 
a desire to pass the buck than upon any 
particular willingness to give the cen- 
tral banking authority powers of such 
wide-reaching influence. The history of 
the portion of the new banking act 
which applies to interest on deposits is 
illustrative of the situation and of the 
problems it involves. 

The original Glass bill, introduced by 
the Virginia Senator on January 21, 
1932, provided that member banks 
should pay no interest on checking ac- 
counts, while the maximum rate of in- 
terest to be paid on other accounts was 
one half of the rate of interest on loans 
provided for in the statutes bearing 
upon the subject. On bankers’ balances 
with bankers the maximum rate was 
not to exceed the current rate of dis- 
count in the Federal Reserve district 
or 21% per cent, whichever was lower. 
The second Glass bill, introduced in 
the Senate on April 18, 1932, avoided 
the issue and made no provision as to 
interest on deposits. The third Glass 
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bill, introduced May 1, 1933, contained 
the provisions as to interest on deposits 
which finally became the law. 

In other words, investigation by the 
Senate subcommittee which drafted the 
several bills including the final act dis- 
closed the fact that interest on deposits 
was a very complicated subject which, 
for the benefit of all concerned, had best 
be left to the bankers of the country 
within the limits of a broad policy laid 
down by Congress. That policy was 
contained in the provisions in the new 
law that no interest shall be paid upon 
demand deposits and that regulations 
governing the payment of interest on 
other classes of deposits would be left 
to the discretion of the Federal Reserve 
Board. 


A WIDE SURVEY 


THE Federal Reserve Board in turn 
and in the exercise of this discretion 
found it advisable to pass the matter 
along to the banks of the country them- 
selves to some extent. Each Federal 
Reserve bank has been instructed to 
canvas the situation in its district and 
make a report with recommendations 
to the Board to guide the latter in its 
action. The Reserve banks in their 
turn have been making a survey of each 
district through local or regional clear- 
inghouses, large banks and otherwise 
to secure data on which to base recom- 
mendations. This survey has progressed 
far enough to disclose a wide divergence 
in opinions of bankers on the subject 


The general situation is illustrated by the effect on metropolitan 
banks of the prohibition of the payment of interest on demand de- 
posits. This prohibition resulted in an immediate shift of deposits 
in three directions. First, there was the withdrawal by country 
banks of a considerable part of their metropolitan demand bal- 
ances which were no longer income producing. Secondly, there 
was a shift of demand deposits to time deposits in various cate- 
gories. The third phase was the withdrawal of demand deposits 
for investment, particularly in short term Government securities 


and 90-day bankers’ acceptances. 
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and a maze of conflicting interests 
which renders a solution of the prob- 
lems involved a matter of extreme deli- 
cacy and difficulty. 

This divergence of interest and diffi- 
culty of adjustment arise chiefly in 
problems growing out of the sharp dif- 
ference now made in the law in the 
treatment of time and demand deposit 
accounts. Under the new law, that mid- 
dle ground wherein deposits subject to 
check had interest benefits approaching 
those of time or savings accounts, while 
savings and time accounts became in 
practice payable more or less on de- 
mand and partook of the advantages of 
commercial accounts, has been done 
away with. Banks and their depositors 
find it difficult suddenly to adjust their 
practices to the new code and there is 
general fear among banking authorities 
and banks that deposit bootlegging may 
be the result. The code of regulations 
to be drafted and promulgated by the 
Reserve Board, accordingly, has a force 
and importance not indicated in the 
law itself. 

With respect to demand deposits the 
law is explicit and needs no interpreta- 
tion. It is the effect of the prohibition 
of interest on demand deposits on other 
accounts which is troublesome. The law 
provides that “no member bank shall, 
directly or indirectly, by any device 
whatsoever, pay any interest on any de- 
posit which is payable on demand.” 

The only exceptions are deposits 
under contracts in force at the time the 
law went into effect which shall not be 
renewed, deposits of mutual savings 
banks, deposits payable at a foreign 
branch of a bank and deposits of public 
money where interest thereon is required 
by state law. This provision relieves the 
great mass of the banks of the country 
of a real burden which has affected their 
earnings seriously ever since the begin- 
ning of the business depression and 
indeed for years before, but its effects 
upon the deposit structure of banks, 
upon the relations of metropolitan and 
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@ It will be comparatively casy for the Federal Reserve Board to 
establish maximum rates of interest which member banks in the 
several Reserve districts or even in particular localities in each 
Reserve district shall pay on time deposits of the various 


categories. 


® The Board has wide discretion in the matter and can adjust 
the rates authorized to meet any local conditions. 

®@ It can, and probably will, prescribe maximum rates and leave 
the actual rates and various adjustments to the banks and local 
clearinghouses. However, it is not so easy to prescribe rules and 
regulations which will make these rates effective. 


country banks and upon investment 
markets are as yet uncertain and indi- 
cate certain reactions probably not con- 
templated by Congress. 

The Act cuts more ways than one 
and, without any allowance for gradual 
adjustment, has suddenly disturbed if 
not broken up connections between cor- 
respondent banks which have existed 
ever since the banks themselves have 
existed. On the one hand it relieves 
banks of a burden of interest which 
amounted to $113,168,000 in member 
banks in the Federal Reserve alone in 
the fiscal year 1932, paid out as in- 
terest on their own demand deposits, 
but it also takes from them earnings 
from their deposits in other banks 
which have been a material part of their 
own earnings. It is quite evident that 
the positions of all banks in the matter 
are not alike. To some extent the inter- 
ests of the metropolitan and country 
banks are not the same. Nor is the posi- 
tion of banks in one part of the country 
in the matter identical with that of 
banks in other districts. 

In the first three weeks of the opera- 
tion of the new Act, reporting member 
banks in New York City showed a loss 
of $495,000,000 in demand deposits 
while time deposits gained $98,000,000 
in the same period. The amount due 
from New York reporting banks to their 
correspondents fell by about $210,000,- 
000. Demand deposits in the New York 
Clearing House banks in about the 
same period fell off $440,743,000, while 
time deposits increased by $102,719,000. 

How much of the loss in demand de- 
posits was due to the usual mid-year 
demand for funds for tax payments and 
other mid-year settlements and cash for 
the July 4 holiday and how much to a 
shift of funds due to interest payment 
changes is uncertain. In the same period 
of 1932 the loss in demand deposits in 
the New York banks was $128,000,000. 
From this it would appear that the 
shift of funds from the New York banks 
to country banks was about $82,000,000 


and, allowing for the increase of $98,- 
000,000 in time deposits, would indicate 
that something like $187,000,000 went 
into investments. 


THE New York Reserve Bank reports 
that in the week ending June 21—with 
scarcely a week’s operation of the new 
law—the holdings of Government se- 
curities by the New York banks in- 
creased by only about $86,000,000, 
although the allotment of Government 
issues to these banks amounted to about 
$300,000,000. The presumption is that 
most of the balance was taken up by 
depositors. Several large corporations 
also are known to have invested a con- 
siderable portion of their demand de- 
posits in acceptances. In such cases, of 
course, depositors rather than banks be- 
come investors and the banks lose only 
what small profits are possible in em- 
ploying demand deposits in such classes 
of investments. It is probable, also, that 
funds withdrawn from the metropolitan 
banks by country banks also go into 
similar investments. The reduction in 
their deposits naturally deprives the 
metropolitan banks of a pro rata ability 
to absorb readily new security issues, 
particularly Government short term 
borrowing. It also results in a reduction 
of the necessary reserve balances with 
the Reserve bank—nearly $10,000,000 
on the deposit decrease above noted, 
which, in turn, at the ordinary ratio can 
be expanded into about ten times that 
amount in available bank credit. In 
the meanwhile the banks must earn 


higher interest on the $98,000,000 trans- 
ferred from the demand to the time 
categories to correspond with the higher 
cost of the deposits. 

The position of most small banks is 
illustrated by the case of a small subur- 
ban bank just outside of New York 
City. It had two depositors who nor- 
mally carried a balance of about $20,- 
000 each, payable on demand. The 
accounts were not very active and the 
balances were fairly steady. On these 
balances the bank paid the rate of in- 
terest on demand deposits prevailing in 
the City and even under current condi- 
tions it was able to earn a profit upon 
them. When the payment of interest 
on these demand deposits was stopped, 
however, these two depositors trans- 
ferred the bulk of their accounts to 
savings accounts on which the bank, 
under prevailing rates, is to pay 4 per 
cent interest. The result has been that 
the two accounts which formerly were 
profitable now represent a loss to the 
bank. 

The temptation on the part of both 
bank and depositor under such cir- 
cumstances to adopt an arrangement of 
some sort which will give the depositor 
a fair rate of interest while allowing him 
checking privileges and at the same time 
allow the bank a profit instead of the 
loss it now sustains is almost irresistible. 
It is in dealing with such a situation 
that the drafting of the regulations by 
the Reserve Board and any agreement 
among bankers as to just what these 
regulations shall be become difficult. 
While in theory the abolition of the pay- 
ment of interest on demand deposits has 
no direct bearing upon interest paid on 
time, savings and other term deposits, 
in actual practice it has a very impor- 
tant bearing and in reality involves the 
chief problem the banks of the country 
now face in the matter. 

It is inevitable that depositors who 
have heretofore carried accounts pay- 
able on demand on which they received 
interest should transfer such accounts 
to the time categories and then endeavor 
to use them as far as possible as demand 
accounts. (CONTINUED ON PAGE 52) 


In country banks there has been much the same shift of de- 
posits from the demand to time classifications and, aside from 
the outward movement of funds from the metropolitan banks, 
the problems involved are much the same. The most acute 
problem is that of securing earnings on funds withdrawn from 
metropolitan correspondents and increasing earnings on de- 
posits transferred from the demand to the time classes to cor- 
respond with the higher interest they pay. 
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State Lawmakers 
Re-examine Trust Laws 


RESENT trends in state legislation affecting trust institutions are revealed 
in the bills introduced and the acts passed at the 1933 sessions of state legis- 
latures. Most of the state legislatures will not meet again until 1935. It is 
to be expected that a number of the points that were the subject of legislation in 
a few states only during the 1933 sessions will be the subject of legislation in a 


larger number of states in 1935. 


HE first thing that impresses one 
is that much of the recent trust 
legislation is the result of the study and 
research of special commissions and not 
the usual hurried and sometimes hap- 
hazard action of legislative committees 
For example, Delaware has for two 
years had two commissions appointed by 
the governor under legislative authority, 
one working on banking and the other 
on trust legislation. The 1933 session of 
the Delaware legislature readily passed 
the laws recommended by these two 
commissions, giving to the state well 
considered banking and trust legislation. 
In Indiana a study commission for 
Indiana financial institutions employed 
a research staff and made a thorough 
study which resulted in the adoption of 
the Indiana Financial Institutions Act 
of 1933. Massachusetts has had a spe- 
cial commission on the law of trust com- 
panies composed of four members of 
the Massachusetts General Court and 
three bankers. Mississippi has had a 
bank study commission which has been 
engaged in a comparative study of bank 
and trust company legislation. Pennsyl- 
vania has had a special commission to 
codify its banking and trust laws. In 
Utah a committee of the Utah Bankers 
Association and the state banking de- 
partment have recently cooperated in 
modernizing the laws of that state. The 
methods of approach and the findings of 
these commissions should be very help- 
ful to similar commissions or commit- 
tees in other states. 

One of the trends is the better pro- 
tection of uninvested trust funds. In 
Ohio a bill was introduced requiring 
that the published statement of the con- 
dition of a trust institution should 
clearly set forth the amount of the 
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moneys deposited by the trust depart- 
ment in any other department of the in- 
stitution, together with a statement that 
such moneys constitute a preferred claim 
against the assets of the bank. Such 
bank or trust company is required also 
to make to the superintendent of banks 
a bi-monthly report of all moneys (in 
amounts over $500) held by it in a 
fiduciary capacity, whether cash or on 
deposit, which have been so held for 
more than three months without being 
invested. The bill also contains a pro- 
vision that moneys held in the trust de- 
partment pending distribution or in- 
vestment may be treated as a deposit in 
the trust department or may be de- 
posited in any other department of the 
bank subject in other respects to the 
provisions of law relating to the deposit 
by trustees and others. 

But in case of insolvency, closing or 
suspension of any bank or trust com- 
pany, claims for such moneys hereafter 
so deposited in any other department of 
such bank or trust company become 
preferred and the properties and assets 
of such closed bank or trust company 
are impressed with a trust for the pay- 
ment thereof. A similar provision in 
substance was adopted by the Delaware 


and Indiana legislatures. In Utah the 
bank or trust company is required to put 
up securities against trust deposits. The 
Indiana legislature further prohibits a 
bank or trust company from holding un- 
invested trust funds in excess of $1,000 
in any one trust account for a longer 
period than six months unless needed 
for current taxes or claims. There is a 
clear and unmistakable trend in state 
legislation towards making uninvested 
trust funds on deposit in the banking de- 
partment of a bank or trust company 
special deposits or preferred or pro- 
tected claims. 

There is a noticeable trend towards 
defining statutory trust investments 
with greater particularity. Nebraska, 
Indiana and Minnesota—especially 
Minnesota—have recently passed trust 
investment statutes that prescribe mi- 
nutely the requirements of trust invest- 
ments. These statutes prescribe a num- 
ber of technical standards that the pro- 
posed security must satisfy on such fea- 
tures as defaults, earnings and sources 
of the earnings. One wonders if the state 
legislatures are not going too far in re- 
ducing trust investment to a rule-of- 
thumb procedure and thereby relieving 
the trustee of the exercise of its own 
judgment. 

In the light of the growing interest in 
commingled trust funds, the following 
excerpt from a bill introduced in the 
legislature of Vermont is particularly 
significant : 

“Trust companies may in their dis- 
cretion asso- (CONTINUED ON PAGE 41) 
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Better protection of uninvested trust funds 


More exact definition of statutory trust investments 


More attention to segregation of trust funds 
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Nationalism 
Is in the 


Ascendency 


F THE United States is to permit or 
| even force the devaluation of the 

dollar in the course of its national re- 
covery program it refused at least to 
permit that fact to be officially registered 
in London. International conferences 
may come and they may go but the 
domestic recovery program managed in 
Washington will pursue its prescribed 
way. Although the American unit, back- 
ed by over $4,300,000,000 in national 
gold stock, has reached the lowest quoted 
value ever known in its speculative gyra- 
tions, chiefly due to the export of Amer- 
ican capital by Americans, a thing like 
that is not to be permitted to interfere 
with American price lifting. 

It seems that there are two varieties 
of monetary stabilization. One is the 
stabilization or pegging of the rate at 
which the currency of one country is 
transferable into the currency of another 
country. That is the stabilization of the 
dollar sought by the so-called “gold 
bloc” in Europe. Another variety is the 
fixing of the value of a currency in terms 
of debts, commodities and transactions 
within a country itself. This is the sta- 
bilization sought by the authorities in 
Washington. The theory of Washington 
is that the stabilization of international 
exchange rates on a permanent basis is 
practicable and useful only after there 
has been domestic stabilization between 
money and commodities and debts. It is 
upon this theory that the policy of the 
Government in Washington is now 
based. 

Nor, as a matter of fact, are the gold 
bloc countries of Europe, with the pos- 
sible exception of The Netherlands and 
Switzerland, in a position to object. In 
its present policy the United States is 
merely following their lead. France, the 
leader of the bloc in the recent unpleas- 
antness in London, was off the gold 
standard for nearly a decade after the 
War. It effected stabilization between its 
money, commodities and debts by de- 
valuing the franc more than 80 per cent, 
repudiating much of its indebtedness in 
the same proportion and lifting domestic 
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prices in fair proportion to the devalu- 
ation. Italy and Belgium followed the 
same course. Great Britain, after about 
five years off the gold standard, attempt- 
ed the restoration of the old or par re- 
lations between money, debts and com- 
modities and failed. In the past 21 
months it has again allowed a natural 
adjustment between these factors. The 
Netherlands and Switzerland have been 
able so far to maintain the old or par 
relations between their currencies and 
price and debt factors and have been 
willing to do so, deeming the policy one 
of ultimate advantage to themselves. 
The United States has been able to 
maintain the same relation but in seek- 
ing a way out of the industrial, agricul- 
tural and commercial depression it has 
been unwilling to do so. 

Whether or not the present American 
policy is the wise policy under domestic 
and world conditions, the fact is that 
we are in for it. The Government has 
adopted the policy and it has the power. 
It proposes to raise. the domestic price 
level to that of 1926 or an average of 
the 1924-1925 level or some such point. 
It proposes to do this by such combina- 
tion of public works expenditures, infla- 
tion of currency or credit or other arti- 
ficial stimuli as may be necessary to ac- 
complish its purpose. Under the theory 
on which the Government is now work- 
ing, the ultimate gold content of the dol- 
lar would be established automatically 
by the amount of gold a dollar in the 


“managed currency” would buy in a free 
gold market when the desired price level 
for commodities and debts has been 
reached. 

For years the Treasury price for gold 
has been $20.67 per ounce. If, at the 
time the desired price level has been 
reached, an ounce of gold sells in the 
open market for $34.45, which is the 
price the comparative index figures in- 
dicate, we would have a 15.48 grains-of- 
geld dollar instead of the 25.8 grains 
dollar at present and the dollar would 
be devalued 40 per cent in the same 
manner that the francs in France and 
Belgium, the lira in Italy and other mon- 
etary units in Europe have been deval- 
ued 75 per cent or more. It should be 
noted that under the managed currency 
policy of the Government this devalu- 
ation would come after the stabilization 
of the dollar in terms of commodities— 
not as a means of effecting that stabiliza- 
tion but as a result. It is quite possible 
—probable, in fact, in view of the gen- 
eral creditor position of the United 
States—that the dollar would buy more 
than 15.48 grains of gold. It might well 
buy 25.8 grains and there would be no 
devaluation. 

In the meanwhile the abandonment of 
the dollar in its international relations 
to such value as the interplay of finan- 
cial, speculative and commercial forces 
may establish is a great disadvantage to 
the world. The experience of other coun- 
tries has (CONTINUED ON PAGE 52) 
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The Debt-Payer’s Dollar 


ago the question that was being 

asked most frequently was, “Do 
you think we are going to have in- 
flation?”’ 

That question has been pretty clearly 
answered by events since mid-April. It 
became a probability when the gold em- 
bargo was announced on April 19; it 
became a virtual certainty when the 
Thomas inflation bill was passed eight 
weeks later; and it became an actuality 
during the London Conference when 
the President made clear to the world 
that, regardless of what happened to 
the dollar, he was going to raise prices 
in this country. 

Now that inflation has become an ac- 
complished fact, a new question, how- 
ever, has projected itself into the fore- 
ground. The new question is, “Are we 
going to return, eventually, to the gold 
standard as we knew it before April 19, 
or are we going to supplant that 
standard with some kind of ‘managed 
currency”? This question has been a 
subject of lively discussion since Pres- 
ident Roosevelt, in his now famous 
ultimatum to the London Conference, 
declared that “the United States seeks 
the kind of a dollar which a generation 
hence will have the same debt-paying 
power as the dollar value we hope to 
attain in the near future. .. .” 

This statement caused some lifting 
of eyebrows among members of the 
orthodox currency school, but no great 
interest was aroused until a few days 
later, when it was announced from the 
White House that Mr. Roosevelt had 
summoned to Washington as special ad- 
visers On currency matters two econ- 
omists whose names have been con- 
spicuously linked with “reform” of the 
gold standard. The two are Professor 
James Harvey Rogers, of Yale, and Pro- 
fessor George Frederick Warren, of 
Cornell. 

Professor Rogers, who is Sterling Pro- 
fessor of Political Economy at New 
Haven, has never been identified with 
the more radical currency reformers, 
though he has been a staunch advocate 
of open market operations since early 
in the depression. Writing in the Eco- 
nomic Forum early this year he urged, 
as a means of “restarting the economic 
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A Tractable Unit Is the Aim 


By EDWARD H. COLLINS 


machine’, that the Federal Reserve pur- 
chase $25,000,000 in Government se- 
curities weekly. If he has never come 
out for tinkering with the monetary 
standard itself, however, he none the 
less seems to have a pronounced, if 
rather vaguely defined, contempt for 
that standard. 

Professor Warren is distinctly more 
radical than Professor Rogers, as well 
as more articulate. He has been one of 
the most vocal of our devaluationists as 
a means of ending the depression, while 
he favors some form of managed cur- 
rency to support the price structure at 
the new level to which it is expected to 
be carried by the processes of devalua- 
tion. The so-called Committee for the 
Nation, a group of industrial leaders 
who believed that the only way to end 
the depression was through inflation, 
“adopted” this Cornell professor as its 
“expert” early in the campaign. In the 
final drive against the dollar the influ- 
ence of the Committee for the Nation 
is believed to have been a considerable 
one. 

In the study, “Prices”, in which Pro- 
fessor Warren collaborated with Pro- 
fessor Frank A. Pearson early this year, 
we find the authors asserting that “if 
this kind of price-fixing (on gold) is not 
corrected it is in danger of forcing some 
kind of socialistic state that will at- 
tempt to regulate distribution by Gov- 
ernment action... .” 

It is interesting to note that as regards 
prices the authors not only are receptive 
to the so-called “compensated dollar” of 
Professor Irving Fisher of Yale, but that 
they go out of their way to make a 
special plea for it. The only quarrel that 
they have with Professor Fisher, in 
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fact, is that they would go a step beyond 
him, using a combination of gold and 
silver instead of simply gold, as the 
monetary standard. 

Whether the Fisher plan is to be giv- 
en a trial by the Administration or not, 
its status, in view of the fresh promi- 
nence that it has achieved, is worth re- 
viewing. 

Professor Fisher’s idea, briefly, is that 
the gold dollar should cease to be a 
constant weight of gold, with fluctuating 
purchasing power, and should become 
a fluctuating weight of gold with more 
or less constant purchasing power. 
There would no longer be any coinage 
of gold. The Government’s gold supply 
would be kept in gold bars, and actual 
circulation, as at present, would consist 
of representative money. All of the cur- 
rency would be exchangeable for gold, 
but the amount of gold for which it 
would exchange would vary with the 
price level. If prices, as measured by 
some generally acceptable index, should 
fall 0.1 per cent during the month the 
weight of gold purchasable with a dollar 
would decrease 0.1 per cent; and vice 
versa. 

When the Fisher theory was last 
brought into prominence by the violent 
rise of prices in 1920 it was widely 
commented on, but, so far as the prin- 
cipal economists of the country were 
concerned, this comment was nearly all 
unfavorable. The currency commission 
of the American Bankers Association 
rejected it in its report to the annual 
convention of the organization in 1920. 
As a matter of fact, Professor Fisher 
himself would probably be the first to 
admit that the chief reason why the 
“commodity dollar” has remained a 
subject of academic debate these 20 
years is that it suffers from two limita- 
tions which make it practically unwork- 
able. One of these is the fact that it 
would break down under the pressure 
of an inflation such as was witnessed 
during the War period; the other is that 
to be effective it would have to win, not 
merely national, but world, support. 


The Dow-Jones aver- 


ACME 


Wall Street swarmed with sellers as soon as the seriousness 


of the slump became apparent. This photo was taken soon 
after the panic began 


On April 21, in the early stages of re- 
vived interest in securities, President 
Roosevelt greeted the British Premier. 
Five days later they issued a joint com- 
muniqué expressing general agree- 
ment on a program for world trade 
revival. The upward swing of the stock 
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Their 
Political 
Importance 


The stock market crash 
on Black Thursday in 1929 
ushered in a worldwide de- 
pression. From that date 
on, the Government, as 
well as interested investors, 
market aver- 
ages for signs of improved 
conditions 


near the end of 1929 


¥ 


market gained added momentum while 
conferences with foreign leaders were 
in progress. June transactions broke all 
former records. Then on July 3 the 
London Conference received the Presi- 
dent’s blunt message of non-coopera- 


GLOBE 
tion. The chagrin of Mr. MacDonald 
was very clearly implied in a semi-offi- 
cial British comment: “There must 
have been a change since the President 
and the Prime Minister had _ their 
recent conversations at Washington.” 
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Real Estate? 
Pick and Choose 


By 
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AVINGS deposits—the only de- 
G esi which national banks, and 

probably most state banks, may 
lend on real estate—are, in effect, de- 
mand deposits. They must be so re- 
garded under the practice which per- 
mits withdrawals at any time at the 
depositor’s option. It is fundamental to 
sound commercial banking that loans 
and investments must be of distinctly 
liquid character. And is it any less es- 
sential to sound banking that we at- 
tempt an approach to liquidity in the 
loans made from savings deposits which 
by custom enjoy the same withdrawal 
privileges as commercial deposits? 

In the nature of the case a real estate 
loan cannot be regarded as liquid. It 
runs for a period of years; and the 
money loaned is put to capital uses, 
rather than operating uses. The com- 
mercial loan by its very purpose pro- 
vides the means for repayment, and 
from the moment the borrower receives 
credit his use of that credit is tending 
toward its liquidation. We cannot hope 
to parallel that in granting real estate 
loans, but we can undertake to grant 
only loans which tend to liquify rather 
than freeze—loans which can be easily 
repaid by the borrowers; loans which 
customers can reasonably expect to re- 
finance, if necessary, through almost 
any established lending agency; loans 
which are so conservatively made as to 
be readily sold, if desired. Necessary to 
such a basis are (1) financial responsi- 
bility on the part of the borrower, (2) 
discrimination in respect to properties 
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acceptable for loans, (3) 
restriction in size of loans 
and percentage of 
loans to appraisals, and 
(4) at least partial 
amortization during the 
life of the loan. 

Few banks are so for- 
tunate as to have es- 
caped the ownership of foreclosed real 
estate among their assets. Few will be 
so fortunate as to escape it in future. 
The number of loans which must be 
foreclosed, however, will be reduced 
through following the policy just sug- 
gested, and the property will be more 
readily salable than some which banks 
have acquired in the past because it will 
be owned at a figure that permits nam- 
ing a selling price attractive to the buy- 
er. Thus the real estate item among 
assets will come nearer to liquidity than 
it does in most instances today—as near 
liquidity, in fact, as could be possible 
with real estate. 


TYPES OF PROPERTIES 


FIVE classes of real estate are con- 
sidered in this discussion: residence 
property, residence income property, 
business property, industrial property, 
and farm lands. In a general way every 
test specified above for a loan applies 
to each class. Because of the difference 
in the nature and the use of the various 
properties, however, it is necessary to 
examine each in detail. 

No matter how adequately an indi- 
vidual property might cover a desired 


loan, the loan would be a poor one at 
the start if the borrower lacked finan- 
cial responsibility to warrant full ex- 
pectation of repayment. This is elemen- 
tary, but there are some specific appli- 
cations which it may be worthwhile to 
examine. 

The complete financial statement of 
the borrower might reveal junior en- 
cumbrances on the property, and the 
amount and method of repayment of 
such encumbrances demand attention. 
Do they so reduce the borrower’s equity 
that, in the event of real estate market 
declines, he will have little incentive to 
try to preserve his equity? Do they im- 
pose on him a burden of carrying 
charges, that threatens his ability to 
handle the senior loan or that might 
occasion delinquencies on the junior 
loans with resulting annoyance to the 
senior loan? In the case of the bor- 
rower on residence property, it is neces- 
sary to know his occupation, income 
and other financial assets and obliga- 
tions to make this part of the picture 
complete. 

The financial statement of the bor- 
rower on residence income properties 
must be examined not only on those 


¢, 
> 
| 
: 


Financial Responsibility 
of Borrowers 


e 
Properties Acceptable 


for Loans 


Restrictions in Size 


of Loans 


Partial Amortization 


points, but also to discover the com- 
parison between rental receipts and 
operating expenses. The statement 
should be detailed in these particulars, 
and the details should be closely scru- 
tinized. Thus it will be possible to learn 
not only the amount and constancy of 
rentals, the percentage of vacancies, 
etc., but also whether operating ex- 
penses indicate careful and businesslike 
management. Much the same thing is 
to be said of business property loans, 
although the detail will be less than for 
residence income properties. 

The financial statement of the bor- 
rower on industrial property is espe- 
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The loan would be a poor one if the borrower lacked financial responsibility . . . 


cially important, and both the net worth 
of the borrower and the present operat- 
ing conditions of his business must be 
considered. It would be the part of wis- 
dom to go even further and to make 
some study of present conditions in his 
industry. The business should be in such 
condition as to give the lender reason- 
able assurance that the property, during 
the life of the loan, will not be levied 
on to satisfy any personal property or 
corporation franchise taxes, either of 
which would take priority of course 
over a pre-existing mortgage or deed of 
trust. 


PHYSICAL REQUIREMENTS 


NEXT are suggested some physical re- 
quirements of properties offered as se- 
curity for loans. They will be regarded 
by many bankers as severe, and they 
are intended to be severe because we 
shall be better off with fewer and better 
real estate loans than with loosely made 
loans. The requirements are not in- 
tended to hamper lending activity, but 
rather to guide it along sound lines. 
They will of course be subject to modi- 
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American towns have been fickle in choosing which direction to grow 


fication in different territorial areas. 

For example, among the regulations 
imposed in the list which follows is one 
that no loan shall be made on a resi- 
dence older than five years without due 
consideration to depreciation and sala- 
bility. That rule would be of little im- 
portance in many parts of the country, 
but in newer and more rapidly growing 
communities there are many changes 
both in style of homes and in popularity 
of newly developed residential districts. 
Similarly the five year age limit on 
residence income properties may be of 
less importance in certain parts of the 
country. 

The requirement that an apartment 
house be furnished also calls for specific 
comment, as it may be less important 
in some sections where the small unfur- 
nished apartment is in little demand. 
Where applied, however, the demand 
for chattel mortgage on the furnishings 
is to protect against the borrower’s loss 
of furniture already under chattel mort- 
gage or sales contract. Loss of the furni- 
ture would mean loss of tenants and 
consequent interruption of income, and 
it would jeopardize the loan. In the 
event of foreclosure the lender will be 
forced to operate the property and 
should not have to refurnish. Moreover, 
the property would be more readily 
salable if fully equipped. 

With these general comments the fac- 
tors which should determine the accept- 
ability of a property as security for a 
loan may be listed as follows: 

Residence Property. A single resi- 
dence unit, occupied by owner. Age of 
building preferably not to exceed five 
years. Proper relation between value of 
land and value of improvements. Gen- 
erally improvements should be double 
the land value. 

Size of lot: not less than 40 x 100 
feet. Street improved with asphalt or 
cement surface; with cement curbs, side- 
walks, and public utility service in- 
stalled. Building lathed and plastered on 
interior, and (CONTINUED ON PAGE 60) 
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tion of banking—vesting ownership 

and control in the nation instead of 
individuals—are not particularly new. 
They were voiced in post-war England 
during her economic disturbances of 
1919 and subsequently; and they are 
voiced even now in bewildered America. 
While American sponsors are not as 
vociferous as their British predecessors, 
consummation of the idea is closer by 
suggestion in America today than the 
former program of England’s radical 
political element ever was. 

That is rather difficult for Americans 
to believe, for we have had no noticeable 
political agitation in that direction. As 
yet America is too solidly capitalistic 
for that. But in spite of our political 
preachments for Mammon, we already 
are practicing, through the operations 
of the Reconstruction Finance Corpora- 
tion, a mild or incipient form of nation- 
alization. 

Why not? ask the socialistically in- 
clined. Why not go all the way—have 
but one bank and that owned by the 
Federal Government? To enthusiasts 
for Government ownership, the proposal 
has plenty of seemingly plausible merit. 

Briefly, their thesis is that since pri- 
vate banking has made a muddle of 
things, public banking supposedly could 
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not fail to be better. Under private 
banking, depositors have lost billions. 
Under public banking why should there 
be any loss? 

Then there is the other side of bank- 
ing, the discount function. Under pri- 
vate banking, loans have been called, 
making the depression worse; recovery 
has been hindered because credit has 
been denied by fusty old jaguars whose 
ruling passion has been that of self- 
preservation. But the Government bank, 
with its greater and more impersonal 
sense of responsibility, should bring a 
new era into the lives of borrowers. 
Credit would never be scarce; loans 


schemes of winter begin to unfold; to 
him the beginning of recovery from de- 
pression is the time when the impracti- 
cal and theoretical machinations of a 
more desperate plight begin to unravel. 

The advocates of nationalization hold 
otherwise. To them it is far from im- 
practical. Here are samples of their 
supporting arguments. 

Since there would be only one bank, 
there would be no destructive and ex- 
pensive competition, the cost of which 
is always borne by the bank patron. 
There would be no duplication of ser- 
vice, no profit—as with the Post Office 

no private favoritism in granting 


.. there would be no more arrogant monopoly than that 
of a public financial institution which did not have to 
earn favor in order to hold business.—The Author 


would never be—well, it is perhaps go- 
ing too far to say that loans would never 
be called. But at least a man would 
have a better chance, think these wor- 
shippers at the shrine of governmental 
infallibility. At any rate things could 
not be worse, so any change should be 
for the better. 

That is a familiar argument to the 
chronic standpatter who always hears it 
when nerves are frazzled and tempers 
made raw through protracted adversity. 
The standpatter, however, has a few 
opinions of his own. Depending on the 
vigor and fervor of his vocabulary, na- 
tionalization of banking is a fatuous and 
impractical dream, a turbid effluent of 
depression’s sewer. To the hibernating 
banker of the ultra-conservative school, 
spring is the season when the half-baked 


credit to the elect and denying it to 
those with no place in the sun. Govern- 
ment ownership would amount to Gov- 
ernment guaranty of deposits. Hoarding 
would be at an end. There would be no 
failures because the Government could 
not fail. If greed for profit were the 
cause of most of the troubles of the 
private banker, the Government would 
avoid his type of calamity because it 
would not seek profits. 

There would be no currency shortage. 
The Government would pay depositors 
in paper money, a first lien on all the 
assets of the bank, as in Canada. The 
printing presses need not stop so long 
as any assets—or liabilities—are left. 
Then besides, since far more goods are 
exchanged through the medium of de- 
posit currency rather than actual mon- 
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ey, it would be proper for the Govern- 
ment to take full charge of both varieties 
of currency issuance instead of one, 
monetary currency. This it would ac- 
complish through its ownership and con- 
trol of all commercial or trade banking, 
the indigenous foundation of the cur- 
rency issuing function. 

There would also be no need for the 
Federal Reserve System. There would 
be just one big bank with branches. It 
would make no difference to the bank 
where you carried your deposit. The 
bank would not suffer if every last de- 
positor in Chicago withdrew his balance 
and moved it to St. Louis. There would 


question of judgment; rules would take 
the place of reason, formulae of senti- 
ment, formality of negotiation. Sales- 
manship, personality, character, all po- 
tent influences on human _ behavior, 
would be of little effect. Robotism is 
much more stable and dependable, and 
therefore to be preferred. 

But—in the language of the street— 
we are jumping the gun a bit. There are 
yet other arguments in favor of nation- 
alization. The great depression we are 
now enduring and its banking debacle 
were caused, speaking of things on the 
surface, by the collapse of prices. Go 
back over the last four seamy years and 


The basis of reasoning behind the proposal to national- 
ize banking is largely found in the magic of the word 


*‘Government’”’ 


be no moving of actual funds; mere 
bookkeeping entries would complete the 
transfer. The Chicago bank would still 
keep open. Business would not be pros- 
trate because of bank failure. 

In the matter of loans. Theoretically 
there would be no shortage of credit, 
no denial for the purpose of bolstering 
reserves, no room for prejudice; ap- 
plicants would all be equal in the eyes 
of the law. Credit would be extended 
fairly on standard lines firmly and plain- 
ly prescribed by Governmental regula- 
tion. All the borrower would have to 
have would be authenticated security of 
the type prescribed; all he would have 
to do would be to show beyond perad- 
venture how he could repay the credit. 
The question of loss possibility would 
not enter because there would be no 


we find that in about the middle of 
1929 prices began to break. Debt and 
ability to repay debt became progres- 
sively more disproportionate. Farmer 
Smith raised wheat on borrowed money 
at a cost of 75 cents a bushel. He sold 
it for 25 cents a bushel. Farmer Smith 
suspended; so did his bank. Frightened, 
his banker’s bank began to collect its 
customers’ loans and replace them with 
Government obligations. After a while 
its imitative patrons did the same thing. 
If they did not buy bonds, they bought 
real money:-—and put it away. The mo- 
tive of all became fear, fear for one’s 
safety. It took the place of greed for 
profit. No one saw profit in anything. 
“Only an imbecile would borrow money 
nowadays.” The goldfish began to eat 
its own tail. 


What better universal joint or shock 
absorber against too wide price vari- 
ation than the Government? The em- 
bodiment of the common will, it is 
all-powerful even if it is a fluctuating 
political, rather than a stable economic, 
institution. Even though many have 
little confidence in local governments 
and in Congress, the nation seems to 
have an abiding faith in the infallibility 
of what we know as our abstract Fed- 
eral Government as distinguished from 
its temporary office holders. Let the 
Government maintain the price level 
and all will be well. 

We know better than that, however. 
The sad -history of the Federal Farm 
Board’s effort to stabilize the price of 
wheat and cotton is too fresh in our 
minds; nor do we forget Brazil’s coffee 
experiment or England’s rubber fiasco. 
Skeletons abound along the trail. 

But, the speakers for the affirmative 
assert, those were efforts in the field of 
merchandising, not of banking. The 
commodities were bought outright. The 
horse had already been stolen when the 
door of the stable was locked. The Gov- 
ernment banking process, on the other 
hand, would have been to steady and 
control production, in advance of its 
abuse, by the stimulating or depressing 
influence of credit. If not enough wheat 
were raised, finance Farmer Smith a 
little more liberally. If he became too 
ambitious and wished to plant a whole 
county, hold him down. Simple enough, 
is it not? 

Heretofore our private bankers have 
done that a bit themselves. But they did 
not coordinate their efforts, allege the 
supporters of nationalization. Not a 
banker could tell just how much other 
bankers had (CONTINUED ON PAGE 48) 
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Russia—Maxim Litvinov, Russian Commissar 
for Foreign Affairs, shown above at the right, 
gained as much at London as anyone, if not more. 
He engineered non-aggression pacts with Russia’s 
neighbors and, most important, skillfully paved 
the way for United States recognition of the Soviet 


Gold—M. Bonnet, French Finance Min- 
ister, gesturing his opinion to fellow 
French delegates in the deserted London 
Conference hall. It was the irreconcil- 
able views of the “gold bloc’’, headed 
by France, and of the United States that 
wrecked the London Conference : 


Managed Currency—John Maynard 
Keynes, British economist, whose 
doctrines, that human beings can 
“manage” currency and maintain a 
price level, seem to have triumphed in 
the viewpoint now popular in Washington 
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Public Works—Assistant Secretary of the Treasury 
Robert lays the cornerstone of the new Government 
heating plant in Washington. To settle a dispute in 
his Cabinet, President Roosevelt has declared himself 
for spending the entire $3,300,000,000 for public works 


GLOBE 


Jobs—Postmaster General James 

A. Farley believes that the Presi- 
dent’s ruling placing all postmast- 

ers under Civil Service will make 

his patronage dispensing easier. The 
new ruling of President Roosevelt still 
allows expression of political gratitude 


Mm. 
™ by 
j 
ae 
* 
/ 
vi 
d 
GLOBE & 
LA 
ACME 


EDITORIALS 


Banking Competition 


ONE of the main objectives of the Federal Gov- 
ernment in its recovery program, is the elimination of 
knock-down, drag-out competition in industry. 

President Roosevelt and his advisers are acting on 
the assumption that producers must be assured a 
profit before prosperity can be restored on anything 
like a firm basis. 

The banking field, more than any other, requires 
‘ such action, because a strong banking system is essen- 
tial to healthy industrial growth. Fortunately the ma- 
chinery for cooperation among banks already exists 
in the various clearinghouse associations, the state 
banking associations and in the American Bankers 
Association. 

Long before it became the stated policy of the Gov- 
ernment at Washington to discourage frantic, desper- 
ate competition between producers of salable goods, 
the American Bankers Association was urging the or- 
ganization of clearinghouse associations for the pur- 
pose of preventing harmful competitive practices. 


PUBLIC BENEFITS 


IN every locality where banks have succeeded in 
overcoming obstacles and have agreed on a fair code, 
the public has been the chief beneficiary. 

There are two excellent reasons why banks should 
act without delay to organize clearinghouse associa- 
tions where such organizations are not already in ex- 
istence. In the first place such action fits the spirit of 
the National Recovery program and is essential to the 
operation of the new bank act; and, secondly, bankers 
have learned the lesson of non-cooperation from bitter 
experience. 

There is no other way—no better way, at least—to 
assure a sound, profitable banking system than by 
united action. 


The Top 


ALMOST all of the economic doctrines in the as- 
cendency at present seem to spring from the sophomor- 
ic belief that western civilization has reached the top. 
From now on, according to the leading planners, we 
are through with climbing and improving. The future 
is a plateau. 

Implicit in almost all projects of economic planning 
is the assumption that our job from now on will be to 
hold what we have and consolidate our position: 

Restrict production and raise prices—these are the 
cornerstone of the economics in current fashion. A 


few months ago it was lower tariffs, cancelled debts 
and revived foreign trade. 

A few months hence it will probably be discovered 
that you cannot increase a nation’s wealth by re- 
stricting the production of wealth merely for the pur- 
pose of cheapening the currency. 


TURN THE FORMULA OVER 


ONE delightful quality of the present craze for 
blackboard economics is that many of the formulas 
look just as well if you turn them upside down. For 
instance, if, instead of restricting production and 
raising prices, we doubled, trebled and multiplied pro- 
duction as many times as possible with modern me- 
chanical methods, the argument would be equally 
effective. 

There would be more and more automobiles, more 
clothing, more food, more of everything that we need 
for raising the standard of living. Men who are now 
forced to get along on one or two suits could afford 
five or six, and persons debating whether or not to 
buy a new automobile, would bring home three or 
four. 

The reason this would not work, say the economists 
now holding the floor, is that production would out- 
run demand, or that production would out-run pur- 
chasing power. The fact of the matter, of course, is 
that there is no limit to demand; and as for purchas- 
ing power, it is hard to understand just how this will 
be increased by raising the price level. 


Inflation Necessary ? 


BETWEEN February and June, according to 
studies of Federal Reserve experts, prices of six staple 
raw materials important in international trade rose 
60 per cent in this country, 30 per cent in Great Brit- 
ain and a corresponding degree in other countries. 
This rise in price was due to no interference with the 
currency or to no artificial stimulus. The volume of 
currency in circulation between March 1 and July 1 
actually decreased by over a billion dollars. Nor was 
there inflation or stimulus in any other respect. 

The actual direct effect of an inflation policy has 
been very small. There is abundant reason to believe 
that this price advance could continue without infla- 
tion. Insofar as it does, the use of inflation or devalua- 
tion by the Government not only becomes unneces- 
sary but also more dangerous. Inflation measures are 
always dangerous. Coupled with a naturally rising 
market they can easily run away with the whole 
financial situation. 
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By Appointment 


autumn before the new agencies 

created by Congress, which are 
to dominate the Government in Wash- 
ington and affect the value of every 
loan and investment in the United 
States for an indefinite period, really 
get their stride. Taking the Agricultural 
Adjustment, the Industries Control, the 
Emergency Public Works or the Farm 
Credit Acts separately, the task of or- 
ganization and adjustment would have 
been great. Taking all of them together 
the task is tremendous and the results 
to date more or less baffling. 

The heterogeneous hodgepodge of 
administrators, governors, commissions, 
commissioners, committees, boards, ad- 
visors, field agents and other official- 
dom is impressive—a large proportion 
appointed for political reasons. It is 
hardly to be expected that this great 
mass formation of new ideas and new 
administration can be set in motion 
without confusion and lost effort or 
without a certain amount of misgiving 
on the part of conservative citizenship, 
including particularly banks and bank- 
ers. 

Let it be understood, however, that 
for the most part these new dominant 
personalities in Washington know what 
ends they have in view and, with abun- 
dant energy and press agency, are on 
their way whether it be the true way or 
not. 

Over the whole recovery program 
organization the President has estab- 
lished one super-authority, an enlarged 
cabinet. It is called the “Executive Coun- 
cil” and includes all members of the 
Cabinet, the administrators of all the 
several administrative agencies in the 
recovery organization and such related 
agencies as the Relief Administration, 
the Tennessee Valley Authority, the 
Railway Coordinator’s office and the 
Civil Conservation Corps. This Exec- 
utive Council has an executive secretary 
in the person of Frank C. Walker, 
treasurer of the Democratic National 
Committee, long a friend of the Presi- 
dent, lawyer and business man of Mon- 
tana and New York. According to his 


| oom it will be well into the 
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Washington knows the cogs in the New Machinery by their initials, 

Those above refer, in order, to the National Industrial Recovery Ad. 

ministration, Reconstruction Finance Corporation, Agricultural Adjust- 

ment Administration, Civilian Conservation Corps, Home Owners’ Loan 

Corporation, Tennessee Valley Authority, Federal Emergency Relief 

Administration, Federal Coordinator of Transportation and Public 
Works Administration 


own idea Mr. Walker is to be the “goat”’. 
Euphemistically he is the “coordinator” 
of the recovery administration. Practi- 
cally he is an Assistant President in 
charge of the program. He will iron out 
differences between various authorities, 
tell each Administrator where his admin- 
istration gets off, prevent duplication of 
work and expense—in short, he will run 
the show. Those who know him well 
say he is capable of doing just that very 
thing. In actual power and authority in 
the Government for the next year or two 
he is next only to the President of the 
United States. 

The first impact in the practical ap- 
plication of this new legislation to the 
business world has come in the imposi- 
tion of a processing tax on wheat as a 
part of the administration of the Agri- 
cultural Adjustment Act, which is the 
official designation of the domestic al- 
lotment plan for aiding agriculture. 
This ought to indicate that the adminis- 
tration of this Act is fully formed and 
equipped, ready for business. As a mat- 
ter of fact it is not. Less than a dozen 
guns of the $100,000,000 administrative 
battery are in position but the battle 
has commenced. 

The organization of the Agricultural 
Adjustment Administration, familiarly 
known as the “A. A. A.”, is more of a 
family than a hierarchy. The chief, of 
course, is Henry A. Wallace, Secretary 
of Agriculture, but the active head is 
George N. Peek of Moline, Illinois, 
designated as “Chief Administrator’. 
Associated with him at the head of the 
table is Charles J. Brand as ‘“Co- 
administrator”. It is rather uncertain 


whether the “co” means “assistant” or 
“equal”. 

In general it seems that Mr. Peek 
looks after the administration’s broader 
interests in its relations to the public 
on the one hand and the farmers on the 
other, while Mr. Brand does the desk 
work. Mr. Peek is rather too well 
known in agricultural-governmental re- 
lations to require any introduction. He 
has manufactured agricultural imple- 
ments for many years and has run a 
farm on the side; withal he has been 
prominent in farm relief work since 
1921 when, associated with General 
Hugh S. Johnson of the Industrial Con- 
trol Administration, he wrote a book 
on the subject. 

Mr. Brand is an economist from 
Minnesota, by way of the Department 
of Agriculture, wherein he has been 
head of the Marketing Division, later 
expanded into the Bureau of Agricul- 
tural Economics. He has also served the 
Department as marketing specialist. At 
times he has been associated with fruit 
growing and fertilizing business inter- 
ests. 

Next to these two administrators 
comes what may be called the house- 
hold staff. There is a special assistant 
to the Administrator. He is Glenn 
McHugh, who was born in Wisconsin 
and practiced law in New York City, 
indicated as a specialist in farm legal 
matters. There is a general counsel. He 
is Jerome W. Frank, a Chicago lawyer. 
There is a publicity man, Alfred D. 
Stedman, able and affable Washington 
correspondent of the St. Paul Pioneer 
Press. A (CONTINUED ON PAGE 44) 


A Closer View of 
Canada’s Large Banks 


major difference between the Ca- 

nadian and American banking 
systems, namely, countrywide branch 
banking by only 11 institutions in Can- 
ada in contrast with the thousands of 
unit banks in this country. There has 
been a tendency to jump to conclusions 
and seize upon this most obvious differ- 
ence between the two systems as the 
feature which is responsible for the bet- 
ter failure-record of the Canadian banks. 
It must be remembered, however, that 
it is not always the most prominent and 
obvious difference in method which ac- 
counts for varying results. 

This discussion is devoted to com- 
parisons between the especially signif- 
icant items of the respective balance 
sheets from 1914 to date. 

The assets and liabilities of the bank- 
ing systems have been subdivided into 


ait is familiar with the 


items which are comparable. Probably 
the most satisfactory way of presenting 
the information will be to discuss each 
of these items in turn, pointing out, in 
each case, of what it consists, and com- 
paring the United States data with the 
corresponding Canadian figures. 

We will deal first with significant 
items among the assets. 

Investments in securities. In the 
first place, the Canadian war financing 
began to involve acquirement of gov- 
ernment bonds by the banking system 
on a large scale early in 1916. The trend 
was very sharply upward during the 
next four years, and during a large por- 


Visitors from abroad have often com- 
mented on the great similarity between 
towns in the United States and in Can- 
ada, and on the similarity in appearance 
of citizens of the two neighboring coun- 
tries. At the left is the main street of 
Moose Jaw, Saskatchewan, and at the 
right a street in Cheyenne, Wyoming. 
Below is one of the many markers along 
the miles of unfortified frontier be- 
tween the two territories 
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tion of that time bonds were acquired 
at an even more rapid rate than the 
Liberty Bonds were absorbed by banks 
in the United States. The national 
banks, and in fact all banks of the 
United States, acquired Government 
bonds on a tremendous scale, beginning 
in 1917. It is noteworthy, as shown on 
Chart 1, that the Canadian banks be- 
gan to unload their securities immedi- 
ately after the Armistice, whereas Amer- 
ican banks continued their purchases for 
a few months. Canadian banks, how- 
ever, subsequently reversed their policy, 
and late in 1919 their holdings reached 
a new high record after the security 
holdings of the American banks had be- 
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Chart 


Investments 


Investments in securities, including Government bonds, bonds 
of railroads and utility companies, loans to municipalities, etc. 


Chart 


Commercial 
Loans 


Loans on securities, as shown in the above chart, include all 

loans secured by stocks and bonds. In the case of the Federal 

Reserve banks, included in all United States figures, these se- 
curities are United States Government bonds only 


The chart below is one answer to the claim often made 
that banking difficulties in the United States are due to too 
little capital and surplus 


Chart 


Capital and 
Surplus 


gun to decline. The liquidation of secur- 
ity holdings was comparable in the case 
of both banking systems, but the low 
in the case of the Canadian banks was 
more than a year later than the low 
point for such holdings by American 
banks. For the American banking sys- 
tem there was a nearly uniform upward 
trend of security holdings from 1922 to 
1928. Canadian banks, on the other 
hand, although they increased their 
holdings of securities during 1923 and 
1924, actually reduced them again be- 
ginning in 1925. From that time on, 
therefore, while the trend in the United 
States was still upward, the security 
holdings of Canadian banks trended 
downward. As for the percentage of 
total assets, the trend in the case of the 
Canadian banks was sharply downward 
after 1925 in contrast with the trend in 
the case of United States banks. 


ONE MAIN DIFFERENCE 


Other real estate plus loans on 
real estate. Canadian institutions are 
not permitted to make loans secured by 
real estate. This is a most important 
difference between the Canadian and the 
United States systems as a whole. It is 
of even greater importance with respect 
to the national banks in this country, 
because they are our principal commer- 
cial institutions. Although loans on real 
estate are only about 8 per cent of total 
assets even today in the case of the 
national banks, the trend has been 
sharply upward since they were first 
permitted to make such loans. To the 
extent that loans on real estate are an 
element of weakness in a commercial 
banking system, it is plain that the Ca- 
nadian banks are in a much superior 
position to our national banks. 


Loans on securities, including all 
loans secured by stocks and bonds. In 
the case of the Federal Reserve banks 
(included in all United States figures), 
the securities involved are United States 
bonds only, but in the case of the other 
banks in this country and in Canada 
there are securities representing all kinds 
of businesses behind such loans. These 
data are shown in Chart 2. It is inter- 
esting to observe that during 1919 there 
was a marked tendency for the Cana- 
dian banks to lag the trend observable 
in the case of the national banks in this 
country. It is possible that this reflects 
a more cautious attitude on their part. 
In any event, it is quite clear that the 
liquidation of such loans was a much 
smaller percentage in the case of the 
Canadian banks. From 1922 to 1929 
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loans on securities by the Canadian 
banks and by the national banks of this 
country closely parallelled each other. 
The Canadian banks, however, liqui- 
dated their loans of this character much 
more rapidly following the panic of 1929 
than did the national banks in this coun- 
try. The liquidation also amounted to a 
great deal more, in percentage, than was 
the case in all United States banks taken 
together. For example, early in 1933 we 
find the loans on securities by Canadian 
banks have been reduced to one-third 
of the 1929 total, whereas the corres- 
ponding item for the national banks 
shows a reduction of approximately 50 
per cent. 

Other loans, discounts, and 
overdrafts, including all secured and 
unsecured loans made by the respective 
banking systems not previously men- 
tioned. The major portion of these are 
based on straight commerciai transac- 
tions. Perhaps the most noticeable dif- 
ferences in the case of this item are, 
first, the gradual liquidation of such 
credit extensions from 1920 to 1925 for 
the Canadian system as contrasted with 
the sharp downward trend for the na- 
tional banks during 1921 and part of 
1922, and, second, that the trend for the 
Canadian banks was sharply upward 
from 1925 through 1929 whereas the 
United States banks’ corresponding item 


The great international Peace Bridge, 
crossing from the United States to 
Canada at Buffalo, New York 
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moved horizontally, and during the later 
part of the period declined slightly. 
Although the trend of all earning as- 
sets was approximately the same in the 
United States and in Canada, invest- 
ment type assets in the case of the 
Canadian banking system were not ac- 
cumulated as rapidly after 1925 as was 
the case in the United States banks. On 
the other hand, the commercial loans of 
the Canadian system increased much 
more rapidly than the corresponding 
item for the United States banks. It is 
plainly evident, therefore, that the li- 
quidity of earning assets in the case of 


Chart 4. 


Time Deposits 


Time deposits, in the case of the United 
States, include postal savings deposits 


the former banking system was much 
better. In view of the controversy which 
hinges more or less upon the definition 
given to liquidity, it may be advisable 
to say that the self-liquidating propor- 
tion of earning assets in the case of the 
Canadian system increased rapidly 
while the proportion of such loans in 
the case of the United States banking 
system was declining. 

We turn now to the liability items 
which are important for this discussion. 

Capital, surplus and undivided 
profits. In view of the suggestion 
which has been made by various writers 
that bank failures in this country have 
been due to insufficient capital and sur- 
plus this item is of especial interest. The 
data are presented in Chart 3. It is 
obvious that the Canadian banks, taken 
as a whole, have not been increasing 
their capital and surplus as rapidly as 
have banks in the United States in total 
dollar amounts. It is also clear that this 
item for the Canadian banks has been 
a smaller proportion of total liabilities. 
During (CONTINUED ON PAGE 62) 
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Reserve—Not Investment 


Five Years 

Market Price 

4 Per Cent 

Type of Deposits 
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Diversify Maturities 
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Reserve for Losses 


MANUAL for bond purchases by 
A small banks is not easily con- 

structed, but the observation and 
application of certain fundamental 
principles will help to minimize the pos- 
sibilities of losses—and perhaps of 
profits as well. 

The principles to be suggested in this 
discussion may be criticized on the 
grounds that they eliminate all oppor- 
tunities of good profits, and that they 
attempt to reduce the handling of the 
bond account to a semi-automatic basis. 
In reply I can only ask each country 
banker to calculate what net return he 
has received on bonds over the past 
decade. If, after considering his losses, 
he finds that he has averaged over 4 
per cent a year on his invested principal, 
he is to be congratulated. I suggest a 
careful consideration of the conserva- 
tive course now to be outlined. 

A small bank should have no invest- 
ment account; that is, it should buy no 
bonds beyond the needs of its secondary 
reserve. It is impossible to maintain an 
expert in the small bank, and a success- 
ful investment or trading account de- 
mands the full time of a capable man. 
Furthermore, the average small bank 
can obtain a yield of 6 per cent on 
customers’ notes with greater relative 
safety than it can in bond investments. 

A high yield in bonds usually requires 
the holding of long-term securities, and 
any attempt to weigh the future of a 
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corporation 10 or 20 years hence is 
nothing more than a guess at best. It 
may be argued that a bank which buys 
no long-term bonds has no opportunity 
to benefit through the successful fore- 
casting of interest rates. But what small 
banker has the time or the training to 
carry out such manipulation with 
enough success to make it worth his 
while? 

Finally, it might be argued that the 
elimination of the investment account 
of the small bank would result in dis- 
torted proportions among the other as- 
sets. Yet, there is really no reason why 
the average bank should not be able to 
place 60 per cent of its deposits in 
sound local notes. With a primary re- 
serve of 15 per cent or 20 per cent, and 
a secondary reserve of about 35 per 
cent—this proportion would of course 
vary in different banks and at different 
times—the bank’s funds would be well 
distributed. 


MATURITIES 


THE small bank should buy no bonds 
of longer than five-year maturities. If 
sales are necessary, a ready market for 
high grade short-term securities usually 
exists; but even more satisfactory than 
a ready market is the liquidity of ma- 
turity, and here is one of the chief ad- 
vantages of the short-term bond over 
the long-term bond. A well arranged ac- 
count has a perpetual line of maturities. 


Furthermore, a change in interest 
rates, which might alter the price of a 
long-term bond by as much as 10 points, 
would have very small effect on a short- 
term security. The performance of long- 
and short-term bonds in times of stress 
is too well known to require extensive 
comment. If they are of the same high 
quality, the bond of the shorter matur- 
ity will hold its price much better. 

The small bank should regard the 
market as its statistical department. The 
price of a bond indicates the composite 
opinion of a great many investors, and 
a price change usually anticipates news. 
If the market price of a bond maturing 
in less than five years falls below 90, 
the banker will probably do well to sell 
it. He should certainly imvestigate it 
very carefully. If the yield on the basis 
of the market price of one of his short- 
term bonds gets out of line with that of 
other high grade short-terms, the secur- 
ity should be studied carefully. Some- 
thing is probably wrong and the market 
usually finds out about it before he 
does. To handle a bond account proper- 
ly, markets must be checked regularly. 

The small bank should regard its 
bonds first as a secondary reserve, and 
secondly as an earning asset. On the 
program outlined here the banker will 
do well to earn 4 per cent on his total 
bond account, including his Govern- 
ments. There may be times when high 
rates will (CONTINUED ON PAGE 62) 
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nnouncement— 


CONSTRUCTIVE 
CUSTOMER RELATIONS 


Sponsored by 
the Public Education Commission 


American Bankers Association 


Now available to your bank! 


The Public Education Commission recognizes that Public 
Relations is one of the most important problems before mem- 
bers of the American Bankers Association, and that construc- 
tive customer relations are of prime consideration in their suc- 


cess. 


To assist banks in the planning and control of customer con- 
tact, a series of eight conference discussions has been prepared 
and is now offered to each member of the American Bankers 


Association. 


This is the only material of its kind available to banks for 


the proper enlightenment of contact officers and employees. 


The Chapter Titles are: Your Customers and Your Bank; 
What Will You Tell Your Customers? The New Customer; 
Trouble Customers; Why the American Banking System? 
Your Bank and Other Banks; Your Bank As a Source of 


News; Planning Your Public Relations. 


Write today for full information 


Address Dr. Harold Stonier, Educational Director, American 


Bankers Association, 22 East 40th St., New York City 


| 
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Events and Information 


59th Annual Convention, Chicago, September 4-7 


and the sixth since the organiza- 

tion of the American Bankers As- 
sociation in 1875, the bankers of the 
country will assemble in Chicago for 
their Annual Convention on Labor 
Day—September 4. 

Important though the banking his- 
tory has been which has been recorded 
at these earlier Chicago Conventions, it 
is certain that never before in the 59 
years’ existence of the American Bank- 
ers Association have there been 
weightier reasons for bringing bankers 
together from every corner of the coun- 


| YOR the second time in a decade, 


try to formulate plans for meeting the 
unprecedented complications arising out 
of the depression, and for lending the 
most intelligent and effective coopera- 
tion to the Government in its efforts to 
restore prosperity. 

Legislation, present and prospective, 
will unquestionably dominate the think- 
ing of every delegate and will afford the 
main foundation of discussions between 
individual bankers as well as the gen- 
eral sessions of the Convention. Con- 
gress will again devote much considera- 
tion to banking laws at its next session, 
to convene early in January, and dele- 
gates to the Convention will have an 
exceptional opportunity to clarify think- 
ing on this subject. 

Governor Black of the Federal Re- 
serve Board will be one of the principal 
speakers. Every banker in the country 
will look forward to his talk for en- 
lightenment as to the uses which the 
Board will make of the 20 or more addi- 
tional powers conferred upon it by the 


LYMAN J. GAGE, 1883-85 e 


* JOHN J. P. ODELL, 1894 


On this page and on Page 36 are shown 
the six Chicago bankers who have head- 
ed the Association, with the dates of 
their terms. Arthur Reynolds, on Page 
36, was president of the Des Moines 
National Bank at the time of his As- 
sociation Presidency in 1913 


FAIRCHILD AERIAL SURVEYS, INC, 


A recent airview of Chicago, looking 
north along the Lake and showing the 


Stevens Hotel, Convention Headquar- 


ters, circled in white in the foreground 


new Banking Act, and particularly its 
procedure in the matter of interest pay- 
ments on time deposits. 

Another speaker whose address will 
be awaited with extraordinary interest 
will be the newly appointed Comptrol- 
ler of the Currency, James F. T. 
O'Connor, who may be depended upon 
to clarify the policies of his department 
in its relations with national banks. 

More than a score of other speakers, 
eminent in public affairs, in finance and 
economics, will address the Convention 
and the Division Sessions, each con- 
tributing (CONTINUED ON PAGE 36) 


4 
4 
3 
~~, 
34 


AMERICAN BANKERS ASSOCIATION JOURNAL, August 1933 


The First National 
Bank of Chicago 


Statement of Condition June 30, 1933 


ASSETS 
Cash and Due from Banks, . ; - $207,861,852.14 


United States Bonds and Certificates, » 108,638,354.85 
Other Bonds and Securities, . P 69,812,433.22 
Loans and Discounts, . * ‘ 211,543,585.94 
Real Estate (Bank Building), . ‘ 9,968,809.06 
Federal Reserve Bank Stock, . 1,500,000.00 
Customers’ Liability Account of Acceptances, 12,201,703.63 
Interest Earned, not Collected, . ‘ A 983,563.27 
Other Assets, . ‘ 363,015.89 

$622,873,318.00 


LIABILITIES 
Capital Stock paidin, . $25,000,000.00 


Other Undivided Profits, é 3,594,675.67 
Discount Collected but not Earned, . . 617,506.73 
Reserve for Taxes, etc., . 1,936,838.88 
Liability Account of Acceptances, . 12,583,537.70 
Time Deposits, - $124,147,739.76 
Demand Deposits, . 439,338,461.21 563,486,200.97 
Liabilities other than those above stated, . 654,558.05 
$622,873,318.00 


Contingent Liability by Cunomers 2,779,128.85 


BUILDING WITH CHICAGO BUSINESS SINCE 1863 


— 
— 


ARTHUR REYNOLDS, 1913 


to the fund of new and essential infor- 
mation on matters of paramount interest 
to be taken back to their banks by the 
attending delegates. 

Every banker realizes that his busi- 
ness is in the process of rapid and com- 
plete remaking. Unreasoning public 
opinion has made the banker the scape- 
goat for all the ills and evils of the post- 
war decade. Onerous deposit guaranty 
measures, discredited in every state 
where they have been tested out, are 
now incorporated in the nation’s bank- 
ing law. Correspondent relationships of 
generations’ standing must now be re- 
cast. The effects of changed laws upon 

. bank officer-director relations, on in- 

vestment procedure, on dealings with 
depositors in matters of interest pay- 
ments, all must be determined in the 
next few months, while the critical prob- 
lem of public relations demands urgent 
attention. 

These are all problems that demand 
united attention. No individual banker, 
no local group, no sectional body, how- 
ever intelligent and forceful its action 
may be, can cope with forces national 
and even international in their aspects. 
The 59th Annual Convention of the 
American Bankers Association affords 
a needed opportunity for the formula- 
tion of a nationwide plan of procedure, 
calculated to meet existing conditions 
and to make preparation for future con- 
tingencies. There is no bank, large or 
small, without its vital stake in the de- 
velopment of a sound program, and its 
participation in the proceedings of the 
Convention will be of far-reaching bene- 
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GEORGE M. REYNOLDS, 1908 


fit, both to itself and to banking in its 
entirety. 

The Stevens Hotel will be Convention 
Headquarters. Its central location brings 
within equally convenient reach the fi- 
nancial district and the Fair grounds. 
Because of the exigencies of the situa- 
tion, this will be a business Convention, 
with a minimum of entertainment and a 
maximum of attention to banking prob- 
lems, but there will be ample opportuni- 
ty for visits to the Century of Progress 
and the many other attractions for 
which Chicago is famous. 

Low cost transportation to the 59th 
Annual Convention offers an unusual 
opportunity to attend the convention 
and at the same time visit the Cen- 


MELVIN A. TRAYLOR, 1926 
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tury of Progress Exposition. Railroad 
transportation has never been more eco- 
nomical. 

A form of ticket at greatly reduced 
railroad and Pullman fare, known as 
“Century of Progress Exposition 
ticket”, is on sale at all stations. This 
mode of transportation will meet the 
requirements of practically all members 
and effect the greatest savings in trans- 
portation costs. However, in a limited 
territory east of Chicago there are cer- 
tain restrictions placed on “Century of 
Progress Exposition tickets”. To take 
care of this situation, reduced railroad 
rates, equivalent to fare and one-third 
for the round trip, have been authorized 
on the Convention “Identification Cer- 
tificate Plan”. Interested members, in 
territories where it might be inconven- 
ient to use “Century of Progress Ex- 
position tickets’, will be mailed Conven- 
tion “Identification Certificates” for re- 
duced railroad fares. 

In order to secure the most desirable 
and economical form of transportation, 
members will find it to their advantage 
to outline their plans to their local rail- 
road ticket agents and obtain full details 
as to rates and privileges. 

Hotel accommodations 
made now. 


should be 


Proposed Amendments 


PROPOSED amendments to the Con- 
stitution of the American Bankers As- 
sociation, unanimously approved by 
the Administrative Committee and Ex- 
ecutive Council at Augusta, Georgia, 
April 10-12, 1933, are recommended to 
the Con- (CONTINUED ON PAGE 70) 


CRAIG B. HAZLEWOOD, 1928 
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IRVING 
Trust Company 


NEW YORK 


CHARTER MEMBER NEW YORK CLEARING HOUSE ASSOCIATION, OCTOBER 4, 1853 


Statement of Condition, June 30,1933 


REsOURCES 


Cash on Hand, and Due from Federal Reserve Bank and Other 

United States Government Securities . ; 

Call Loans; and Acceptances of Other Banks . 


Short Term Securities 
Loans Due on Demand or Within 30 Days. 
Loans Due 30 to go Days 

Loans Due go to 180 Days 

Other Loans . 


Stock in Federal Reserve Bank . 
Other Bonds and Securities . 
New York City Mortgages . 
Bank Buildings 

Other Real Estate 


Liability of Customers for Acceptances 


LIABILITIES 


Deposits 


Official Checks 


Acceptances . 


$418,153,620.40 


11,284,613.05 


Reserve for Unearned Income, Taxes, Interest, etc 


Dividend Payable July 1, 1933 . 


Capital Stock 
Surplus... 
Undivided Profits 


$50,000,000.00 
§ §,000,000.00 
7,863,058.70 


$112,863,058.70 


Reserve for Contingencies 


7,302,088.00 


$103,036,951-70 
181,872,275.89 
51,905,507.84 


24,671,084.33 
61,919,460. 58 
54,508, 548.02 
16,225,760.05 

75117,685.27 


34.50,000.00 
95815,558.64 
12,089,781.42 
26,155,024.89 
205,300.00 


1 3,049,522.36 
$566,022,460.99 


$429,438,233-45 
14,220,116.47 


948,964.37 
1 ,250,000.00 


120,165,146.70 
$566,022,460.99 
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A Textile Loan Problem 


Answers to the JOURNAL’S July Forum 


Engineering Advice 
I THE best interests of the bank’s depositors, stock- 

* holders and the community are identical and de- 
pendent entirely upon the survival of Farragut Woolen 
Mills. 

It must be recognized that a concern that has been 
controlled by one family for three generations contains 
much dead timber. Therefore, the banks must cooper- 
ate to reestablish the mills. 

The banks should insist that the owners of the mills 
temporarily vest the management of their business in 
the most competent firm of business engineers obtain- 
able, to redesign lines to conform to modern demand, 
to reprice products to meet competition, to reorganize 
manufacturing methods in order to eliminate waste 
and duplication, to stimulate the sales organization 
and train it to take advantage of the prestige already 
held by the mill’s products. 

All efforts must be concentrated along these lines 
with the expectation of success over a period of time, 
disregarding complications of the immediate present. 


Debt Funding 


I WE assume that: 
¢ 1. Banks have sufficient capital; 
2. Mill management is satisfactory; 
3. Indebtedness excluding bank loans is moderate. 
REORGANIZATION PLAN 
Incorporate the mills. 

1. Issue $750,000 bonds to fund debt and provide 
cash. 5 per cent first mortgage bonds redeemable 
by sinking fund over 20 years. 

2. Capital stock. 

a. Owned by mill owners. 
b. Control by planning committee, creditors and 


The 


The selections this month are made with the understanding 
that the opinions expressed by the authors are not neces- 
sarily the opinions of the judges. 


I. Leo G. Titus, American Trust Company, Berkeley, 
California. 


II. John L. Turnbull, Jr.. Haddon Heights, N. J. 


III. Taylor Smith, Indianapolis Chapter, American Insti- 
tute of Banking, Indianapolis, Indiana. 
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the management of the mills. 

c. Dividends, option of committee after half of 
bonds are retired, interest and sinking fund 
paid. 

3. Operation—committee to formulate policies. 

a. Seek new markets or products. 

b. Operate plant at capacity. 

c. Reorganize for efficiency. 

d. Collect receivables. 

e. Maintain equitable wages. 

If our original assumption err we can: 

1. Provide new bank capital with preferred stock. 

2. Change the management. 

3. Alter capital structure to provide for other credi- 
tors by increasing bonds or issuing preferred 
stock. 

Some of the home mortgages can be refunded under 
the new Home Loan plan. 
Banks should consolidate for economy, since one seems 

enough in a town of 7,500. 


Expense Control 


II RECEIVERSHIP should be avoided. The en- 
* tire community must cooperate to save its 
principal means of support. 

These recommendations are made: 

Creditor bankers should formulate a management 
program to minimize expenses consistent with effi- 
ciency, to control additional credit extensions carefully 
and, if advisable, select an expert as temporary man- 
ager. After that, issue $400,000 in preferred stock, 
which appears justified by past profits, probable value 
of land and buildings, and long term prospects. Em- 
ployees should absorb over half, and local interests the 
remainder. Then reduce all (CONTINUED ON PAGE 54) 
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Now... 


A TYPEWRITER THAT 
OPERATES ENTIRELY FROM THE KEYBOARD 


Herne is the most important contribution to type- 
writer operation in more than a decade... a type- 
writer in which electricity saves the wasted energy 


and motion that make typing so tiring. 


In this new typewriter the motor does all the 
heavy work—returning the carriage, spacing auto- 
matically to the next writing line, and shifting 
to capitals. The keyboard is standard. There is 
no new touch to learn. The lessening of fatigue 


results in increased production. 


This new electric carriage typewriter is guaran- 
teed by Burroughs. It is backed by the same 


Burroughs service organization that for years has 


AT A TOUCH 
OF THIS KEY 


THE MOTOR 
RETURNS THE 
CARRIAGE 


TO THE NEXT 
WRITING POSITION 


serviced electrically-operated Burroughs machines 
in offices throughout the world. 

Like all Burroughs Typewriters, this new machine 
is displayed in local Burroughs offices. Telephone 
today for a demonstration in your own office 
—or write for free illustrated, descriptive folder. 


BURROUGHS ADDING MACHINE COMPANY, DETROIT, MICH. 


BURRO UGH S 


TYPEWRITER 


f 
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CONTINENTAL ILLINOIS 
NATIONAL BANK AND 
TRUST COMPANY 


OF CHICAGO 


Statement of Condition, June 30, 1933 


RESOURCES 


Cash and Due from Banks . 

United States Government Securities . 
Other Bonds and Securities . 

Loans and Discounts ‘ 
Stock in Federal Reserve Bank 
Customers’ Liability on Acceptances . 


Other Banks’ Liability on Bills Purchased 


Interest Accrued but Not Collected . 
Bank Building 


Other Resources 


LIABILITIES 


Capital Stock 

Surplus ; 

Undivided Profits 

Reserve for Contingencies 

Reserve for Taxes and Interest . 


Deposits 

Other Banks’ Bills Endorsed and Sold 
Discount Collected but Not Earned 
Other Liabilities 


$189,409,366.71 
128,413,856.24 
69,788,954.88 
343,028,965.79 
3,000,000.00 
11,071,804.83 
280,116.15 
2,080,319.45 
14,550,000.00 
619,414.32 


$762,242,798.37 


$ 75,000,000.00 
25,000,000.00 
1,600,717.16 
5,000,000.00 
10,042,172.37 
632,819,314.92 
11,286,234.71 
280,116.15 
594,828.74 
619,414.32 


$762,242,798.37 


OD 


The capital stock of the Continental Illinois Company, held in trust for the 
stockholders of the Continental Illinois National Bank and Trust Company of Chicago, 


is not included in the above figures. 
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State Lawmakers 


Re-examine 


Trust Laws 


(CONTINUED FROM PAGE 18) 


ciate together for common investment 
the funds of individual trusts whether 
created by order of court or otherwise, 
if the terms of the trusts do not re- 
quire a separate investment. For that 
purpose a trust company may create a 
trust investment account, to be known 
as its associated trust investment ac- 
count, to which may be entrusted for in- 
vestment the whole or any part of the 
funds of trusts permissible to be associ- 
ated as above. An individual trust whose 
funds are thus associated shall at all 
times be the equitable owner of its pro 
rata share of the funds of said associat- 
ed trust investment account, and shall 
share pro rata the net income of said 
account, and the net increase or decrease 
of its principal for any reason during 
the time its funds are a part of said as- 
sociated trust investment account. The 
net income shall be distributed pro rata 
to the individual trust accounts at rea- 
sonable intervals. Funds of individual 
trusts transferred to said account or 
withdrawn therefrom shall be on the 
basis of the market value of the total 
funds of said account at the time being.” 

The same section of the Vermont bill 
that would permit the association of 
trust companies for the common invest- 
ment of trust funds also provides that 
all trust properties or securities received 
or held by a trust company shall be 
kept separate and distinct from its 
general business and shall not be mingled 
with the investment of its assets or be 
liable for its debts and obligations. 
Indiana requires that every bank or 
trust company exercising trust powers 
shall establish and maintain in its office 
a trust department in which it shall keep 
separate and apart from its other busi- 
ness separate books and accounts and 
shall keep all securities and properties, 
other than money which is held by its 
trust department, at all times segregated 
from and unmingled with its own and 
any other securities and properties or 
bonds, warrants, notes, mortgages, deeds 
and other securities of every nature be- 
longing to its trust department shall be 
kept in separate receptacles, labelled to 
indicate the trust or the estate of which 
such securities are a part. 

One item of legislation which, while 
not indicating a trend, is nevertheless 


worth mentioning is that with regard 
to the right of a trustee to vote stock by 
proxy. Trust departments have fre- 
quently been in a quandary as to the 
right, in the absence of express author- 
ity, to vote trusteed stock by proxy. The 
Indiana statute provides that a fiduciary 
may vote either in person or by proxy 
and that, unless a longer time is ex- 
pressly provided therein, no proxy shall 
be valid 11 months after execution. 
The question of the appointment and 
rights of successor trustees has arisen 
over and over again in recent years in 
connection with mergers, consolidations, 
voluntary dissolutions and conversions 
of state into national banks. The Indi- 
ana statute covers these situations. It 
provides that, if at the time of liquida- 
tion a trust institution shall hold any 
property in trust under any trust agree- 
ment, the department of financial insti- 
tutions shall convey, assign and deliver 
such property to the successor trustee 
named in the trust instrument under 
which such property is held, or, if no 
successor trustee be named therein, to 
such individual or to such bank or trust 
company qualified to exercise trust 
powers as may be designated in writing 
by the beneficiaries of such trust, or, if 
no such designation is made after writ- 
ten notice to the beneficiaries, or, if the 
beneficiaries are minors or otherwise in- 
competent to designate a successor 


41 


trustee, then to such individual or to 
such bank or trust company qualified 
to exercise trust powers as may be ap- 
pointed by the court having jurisdiction 
of trusts in the county where the princi- 
pal office of the trust institution is lo- 
cated. As regards mergers, consolida- 
tions, and changes from state to national 
charters, the Indiana statute provides 
that the institution resulting from such 
merger or consolidation or nationaliza- 
tion shall succeed to all the rights, priv- 
ileges, duties, and obligations of the 
original fiduciary. 

The State of Utah, under its new law, 
which will become effective January 1, 
1934, requires a trust company as a 
condition precedent to its engaging in 
trust business to deposit with the state 
treasurer securities approved by the 
bank commissioner—$10,000 in a city 
of 15,000 population or under, $25,000 
in a city between 15,000 and 100,000, 
and $100,000 in a city of 100,000 or 
over. The respective amounts of capital 
and surplus so set aside and represented 
by the property deposited with the state 
treasurer is treated in all respects as 
separate capital or capital and surplus 
of the trust business of such trust com- 
pany as though such trust business were 
conducted by a separate and distinct 
corporation and the capital or capital 
and surplus so set aside is kept, held, 
used and disposed of wholly for the ex- 
clusive benefit, protection and security 
of the trust business, and trusts so ac- 
cepted by a trust company, and the cap- 
ital or capital and surplus so set aside 
is the only capital or surplus of such 
trust company which is subject to liabil- 
ities of such trust company incurred in 
its trust business. 


Probable Trends in 1935 


UDGING from the turn that trust legislation took in the 1933 sessions, we may 
expect that in 1935 bills will be offered on the following subjects among 


others: 


1. The further definement and particularization of “legal” trust investments; 

2. The points to be covered by and the form of the reports to be made in the 
examination of trust departments by the state banking authorities; 

3. The complete separation of trust properties from those of the trust institu- 


tion and of other trusts; 


4. The commingling of trust funds for investment purposes when expressly 


authorized to do so; 


5. The provision for unbroken administration by successor trustees under mer- 
gers, consolidations, liquidations, and nationalizations of trust institutions; 

6. The complete protection of uninvested trust funds and the requirement 
of the investment of trust funds with reasonable dispatch; 

7. The capital requirements of trust institutions; and 

8. The segregation of a portion of the capital or surplus of a bank engaged in 
trust business for the exclusive protection of its trust business. 


New Restrictions 
In Robbery Insurance 


ARLY in July the National 
E Bureau of Casualty and Surety 
Underwriters notified its member 
companies that the following plan of 
restricting robbery insurance would be- 
come effective July 15 on bank robbery 
insurance in rate territories 3 and 4: 
(1) Bank Robbery Policies on banks 
located in bank robbery rate territories 
3 and 4 shall carry the following stand- 
ard endorsement: 


It is hereby agreed that the Company’s 
liability for loss of money as insured under 
Paragraph II of the Policy of which this 
endorsement forms a part is limited to 
$(15 percentum) of the amount of insur- 
ance applicable under said Paragraph II 
as specified in Section (i) of Condition R 
of said Policy, if loss thereof is occasioned 
by robbery as defined in the Policy, when 
such property is located within the Assured’s 
premises but not within a vault, safe, chest 
or similar receptacle locked by time lock at 
the beginning of such robbery, provided 
that the foregoing limitation shall not apply 
to such a loss: 


(a) occurring at any time when at least 
two employees or guards equipped 
with loaded firearms are stationed at 
each unlocked entrance door to the 
premises; 
of money unexpectedly received if 
placed within a vault, safe, chest or 
similar receptacle locked by combin- 
ation lock not later than fifteen min- 
utes subsequent to the receipt there- 
of and which money at the first op- 
portunity shall be placed under the 
protection of a time lock or pro- 
tected as required by subdivision 
(a) of this endorsement. 


This endorsement is hereby 
agreed to and accepted by: 


Compan 
( Assured ) — 


By 


(2) The plan shall apply to all out- 
standing, new and renewal bank rob- 
bery policies written to banks located 
in bank robbery rate territories 3 and 4 
as of July 15, 1933, excluding: 

(a) Policies under which no in- 
surance is granted under Sec- 
tion (i) of Condition R. 

(b) Banks in towns of 25,000 pop- 
ulation or more and having a 
working force of not less than 
five persons. 


(c) Banks having robbery tear gas 
systems certificated by Under- 
writers Laboratories. 

Banks having approved ban- 
dit resisting enclosures certif- 
icated by Underwriters Lab- 
oratories. 

Policies written as ‘excess’ 
over blanket bonds or all-risk 
policies which are in the 
amount of at least $10,000, and 
policies carrying the $10,000 
deductible endorsement. 


(3) Where it is desired to extend in- 
surance under the* policy to cover over 
and above the 15 per cent limitation on 
money, such extended insurance may 
be granted for an additional premium 
of 100 per cent. 

The National Bureau’s member com- 
panies underwrite more than 95 per 
cent of bank robbery insurance in the 
United States, and their rate territories 
3 and 4 consist of the following states: 


(d) 


Territory 3: Alabama, Arizona, California, 
Idaho, Louisiana, Mississippi, 
Montana, New Mexico and 
Tennessee. 


Arkansas, Colorado, 
Indiana, Iowa, Kansas, 
Minnesota, Missouri, Ne- 
braska, North Dakota, Ohio, 
Oklahoma, South Dakota and 


Wisconsin. 


Territory 4: Illinois, 


Under the above plan, restricted cov- 
erage applies only to daylight robbery 
or “holdup” loss of money and not 
securities. Also, the restrictions are not 
applicable to the various forms of bank- 
ers blanket bonds and, of course, have 
no bearing on the robbery insurance 
carried by banks in the remaining 25 
states and the District of Columbia. 

The casualty underwriters report that 
bank robberies in the states of territories 
3 and 4 have developed increasingly 
higher loss ratios in comparison with 
premium revenue, despite several in- 
creases in rates given effect in recent 
years. A review of the underwriters’ ex- 
perience with bank robbery insurance 
in the above states during the policy 
years 1927 to 1931, inclusive, revealed 
that about 60 per cent of the amount of 
insured bank robbery losses occurred in 


towns of less than 5,000 population and 
about 86 per cent of insured robbery 
losses were incurred by banks in towns 
of less than 25,000 population. Accord- 
ingly, the underwriters believe that these 
restrictions and particularly the pre- 
ventive measures contemplated under 
this plan may prove ineffective unless 
they are applied in towns of less than 
25,000 population. 

The underwriters’ tabulation of their 
1932 experience with bank robbery in- 
surance in these 23 states indicates that 
the loss ratio is higher than reported 
in 1931 and the preceding years. The 
National Bureau, therefore, advises 
that “the companies are of the opinion 
that an emergency exists which must be 
met immediately if the insurance com- 
panies are to continue to write bank 
robbery insurance in rate territories 3 
and 4. Accordingly, the companies feel 
that this plan must be put into opera- 
tion at the earliest possible date.” 

In its original form, the plan was in- 
tended to apply only to banks located in 
towns of less than 5,000 population. But 
on June 9 the underwriters decided, for 
reasons outlined above, to extend the 
plan to apply to a greater number of 
banks; namely, those in towns of less 
than 25,000 population. The plan en- 
courages a wider use of stronger preven- 
tive measures within the banks, but in 
extending the plan to include banks in 
the larger towns and cities, it may lose 
much of its influence toward popular- 
izing the advantages of prevention. In 
these larger towns and cities, many 
banks now carrying burglary and rob- 
bery policies as “primary” insurance 
may be attracted to blanket bonds, the 
premium rates for which make no al- 
lowance for approved protective equip- 
ment designed to prevent robbery loss. 

In its discussions of the plan with the 
underwriters, our Insurance Committee 
also emphasized the objections against 
terms of the endorsement: 

1. Barring the exceptional circum- 
stance, such as cases where the criminal 
finds it possible to rob the assured bank 
of money by waiting for time locks to 
run down, the robbery hazard under- 
written is reduced 85 per cent by the en- 
dorsement without compensating dis- 
count in the premium charged. 

2. If the robbers “clocked” their en- 
try to occur when the time lock is under- 
going inspection, cleaning.or adjustment 
and before entrance doors could be 
locked or guarded, the endorsement 
might deprive the bank of protection 
against loss of cash in excess of 15 per 
cent of the amount of insurance. 
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Correspondence 


A Question Submitted 


To the JOURNAL: 

I am enclosing a question which I would 
appreciate having published in your periodi- 
cal: Why is it that the National Govern- 
ment is determined to put all the banks of 
the country having a capital of $25,000, 
or less, out of business? 

This writer has been trying for 30 years 
to build up a small bank in a rural com- 
munity, and has tried to make his own 
name synonymous with the word “integ- 
rity’, and the name of his bank synony- 
mous with “safety”. 

I believe this is a proper subject to be 
discussed in the JOURNAL, and that if the 
small banks are to be kicked out of busi- 
ness, after faithfully serving, not only their 
own sections, but their Government as well, 
in the flotation of bonds during War days, 
they are at least entitled to know why. 

O. M. HooKeEr. 
Cashier, 
The Bank of Aurora, 
Aurora, North Carolina. 


On Post Office Banks 


To the JOURNAL: 

The Government should either get into 
the banking business or get out of it. It has 
planted a branch bank in the Post Office 
in every town of any size in the United 
States. These branch banks were dormant 
and inactive until the country banks began 
to feel the pinch of the depression and the 
effect of low prices. Then, when cash re- 
serves began to fall off, the Government, 
through its Post Office banks, began to 
gobble up what cash reserves the country 
banks did have and take it away to the 
Cities. 

The Post Office bank is only half of a 
bank. It does not loan any money, and it 
makes it impossible for any one else to loan 
any. If we must have Post Office banks 
let us make banks out of them, and loan 
the money—not hoard it. There never was 
a time in the last 40 years when the coun- 
try districts needed money and could use 
it to good advantage as they could now. It 
would add new life and start things going 
in the country. When live stock is sold at 
farm sales on six months time it sells for 
twice as much as when sold for cash. Before 
Post Office banks came into use every farm 
sale was advertised on six months time. 

I repeat, “let the government get into 
the banking business or get out of it.” 

H. E. TRADER. 
President, 
Marceline State Bank, 
Marceline, Missouri. 


Another View 


To the JOURNAL: 

My banker friend allows me to read your 
JOURNAL. I appreciate this favor. Perhaps 
I should be a subscriber. 

What I want to say is that I think more 
people should be loaned the JOURNAL. 
Really some of the articles should have the 
widest possible reading. They are good for 
all of us to read, particularly “The Post- 
masters Bank”. I think this Postal Savings 
plan of the Government is wonderful. It 
sure keeps the money out of “sox”. If you 
want to get more money into banks induce 
the United States to do away with the 
check tax. 

A. H. Bure. 
Lahoma, Oklahoma. 


A Plea for Facts 


To the JOURNAL: 

I chanced upon your April announcement 
of a contest for “New Practical Measures 
for Increasing Good Will Towards Banks”. 
Of course it is too late, but I should have 
liked to enter the following as a layman- 
contestant: 

I am an average depositor. 

The bank’s continuous operation rests 
on my confidence. Sound opinions must be 
based on some degree of knowledge. Where 
shall I get it? 

From statements of condition, with 
names of officials? Imposing personalities 
in the banking world have been justly ex- 
posed for dishonesty, and who but an ex- 
pert can interpret a statement? 

My bank advertises its antiquity, but I 
suspect many dead banks were too old to 
stand the modern pace. 

Big business men probably use many 
banking facilities. I don’t. I know prac- 
tically nothing of banking mechanism—yet 
my money is involved in every transaction. 

Tell me how loans are made, what vice- 
presidents do, what are letters of credit, 
trade acceptances, living trusts, foreign ex- 
change. 

Rumors come unsolicited. Give me the 
facts of bank organization on which to base 
my confidence in organized banking. Or 
give me back my money. 

PAUL NATIONS. 
276 Chronicle Building, 
San Francisco, California. 


Credit Bureaus 


To the JOURNAL: 

The article “How to Organize a Credit 
Bureau”, appearing in the June, 1933, issue 
of the JOURNAL, interests me to a point of 


EWING GALLOWAY 


giving constructive criticism on the subject. 

The article points out the value of a 
bank-credit bureau in safeguarding dupli- 
cate borrowing and extension of credit 
based upon inadequate information. There 
is no questioning this fact. However, I won- 
der whether bankers have ever given seri- 
ous consideration to the value and ability 
of the merchant-owned credit bureau, not 
only in safeguarding the losses sustained 
by duplicate borrowings and the extension 
of credits because of inadequate informa- 
tion, but the protection they afford in the 
complete knowledge they are able to de- 
velop regarding the borrower’s personal 
habits and reputation, speculative tenden- 
cies, credit record and capacity to succeed 
in his chosen line of endeavor. 

Analyzing the relations between banks 
and credit bureaus, over a period of some 
20 years experience in credit reporting ac- 
tivities, has led me to believe that bank- 
ing institutions maintain an unwarranted 
lack of confidence and lack of cooperation 
toward the organized retail credit frater- 
nity. 

G. W. MACKENZIE. 
President, 
California Association 
of Retail Credit Bureaus, 
Petaluma, California. 


Bank Advertising 


To the JOURNAL: 

It is obvious that the alert financial in- 
stitution is not going to sit idly by while its 
competitors and the reorganized banks in 
its community go out and get the available 
business. There is much that is fundamen- 
tal in bank service which will not con- 
ceivably be affected by any legislation, and 
there are basic human appeals which will 
remain unchanged. 

I. I. SPERLING. 
The Cleveland Trust Company, 
Cleveland, Ohio. 
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press representative is among the first 
appointments made in these organiza- 
tions. Theirs is not an easy job. The 
public must be educated and informed. 
Associated with Mr. Stedman to some 
extent is former Governor Theodore G. 
Bilbo of Mississippi, who has the job 
of collecting information from news- 
papers, magazines and other publica- 
tions. Finally there is former Senator 
Smith W. Brookhart, of Iowa. He is 
designated as special advisor to study 
and foster trade in agricultural prod- 
ucts in other countries, with an eye 
particularly on China and Russia. 


THE DIVISIONS 


THIS is the household staff. Under it 
other members of the family form 
groups which seem to be more or less 
equal in station and interlocking in 
functions. In a broad way the work of 
administration is divided into three 
organizations. There is a Division of 
Trade Agreements headed by Guy C. 
Shepard of Evanston, Illinois. He hails 
originally from Iowa, has long been 
engaged in the meat packing industry 
with the Cudahy interests, is an old 
friend of Mr. Peek and his specialty 
will be the charge of trade agreements 
in the field of processing and distrib- 
uting packing house products. 

A second division is that of Produc- 
tion, headed by Chester C. Davis of 
Montana, formerly of Iowa, long prom- 
inent in agricultural organizations in 
the West. He was recently associated 
with Mr. Peek in a concern interested 
in the industrial use of corn stalks. With 
him, as assistant directors in the Pro- 
duction Division, are associated former 
Representative J. N. Norton of Ne- 
braska, who is the field representative 
of the Division, and former Represen- 
tative Victor Christgau of Minnesota, 
who sponsored a measure in Congress 
known as the Christgau Bill to effect 
regional adjustment in agricultural pro- 
duction. 

The third general division is that of 
Processing and Marketing, of which 
Brigadier General William I. Wester- 
velt is chief. General Westervelt is a 
West Point man, born in Texas, serving 
in the Army through the World War and 
until 1927, when he became research 
director for Sears, Roebuck and Com- 
pany. For a time he was Commandant 
of the Watervliet arsenal in New York. 
That may or may not indicate his con- 
nection with presidential appointments. 


He has, as executive assistant, Carrol 
W. Dunning of Portland, Oregon. Mr. 
Dunning has seen service in the Depart- 
ment of Agriculture, with the Ford 
Motor Car Company in the develop- 
ment of its farm tractor business, and 
later with the Department of Commerce 
in some of its marketing surveys. 

Next to these three grand divisions 

-associated with them is perhaps the 
better way of putting it—are com- 
modity divisions. In time these will 
include divisions covering all principal 
crops within the scope of the allotment 
law. Cotton is in charge of Cully A. 
Cobb. Mr. Cobb was born in Tennessee 
but hails immediately from Georgia. He 
is the editor of an agricultural publica- 
tion and has long been associated with 
agricultural editorial interests. Wheat is 
in charge of M. L. Wilson of Bozeman, 
Montana. He comes to Washington 
from the Montana State College of 
Agriculture. The corn-hog division is 
headed by A. G. Black who hails from 
Iowa State College, where he has been 
head of the department of agricultural 
economics. The division of special crops 
is in charge of H. R. Tolley, head of the 
department of agricultural economics of 
the University of California. 

None of these commodity divisions 
can be tied directly to any of the three 
grand divisions. It is evident that they 
must cooperate with all three. The bald 
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fact of the matter is that the functions 
of none of the divisions are clearly de- 
fined, they merge into each other in a 
way most bewildering, not only to the 
outsider but to the men in the organiza- 
tion. As a chief of division explains, the 
machine is being built as it is operated. 

With these general divisions are to 
be associated various advisors and com- 
mittees. Gordon C. Corbaley of New 
York City, president of the American 
Institute of Food Distribution, for ex- 
ample, has been appointed advisor to 
the administration in food distribution 
matters. 

Two diametrically opposed policies 
are indicated in the administration of 
the industrial control and the public 
works divisions of the National Re- 
covery Act. Industrial control adminis- 
tration is to be centralized; public works 
is to be divided. Since the administra- 
tion of the industrial control features 
of the Act have to do very largely with 
trade codes adopted by various indus- 
tries, trades and lines of business, it is 
felt that the adjustment and harmoniz- 
ing of these codes can be done only by 
a central authority in Washington. “It 
is not a czaristic proposition,” says 
General Hugh S. Johnson, the Ad- 
ministrator. “It is industrial self-gov- 
ernment I am interested in.” 

The organization of the Industrial 
Recovery Administration starts with the 
National Industrial Recovery Board 
appointed by the President. This Board 
includes the Secretaries, or their repre- 
sentatives, of Commerce, Labor, the 
Interior and Agriculture; also the At- 


General Johnson’s Industrial Recovery Administration has one of the 5 1/7-acre 
floors of the new Department of Commerce Building 
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torney General, the Trade Commission 
and Hugh S. Johnson. It functions 
under the chairmanship of Secretary of 
Commerce Roper in theory; in practice 
it functions as General Hugh S. John- 
son directs. General Johnson may be 
regarded as the Charles Gates Dawes of 
the new Administration. Lawyer, sol- 
dier, industrialist, a close associate of 
Bernard Baruch in politics and finance, 
a close associate of George N. Peek in 
plow manufacturing at Moline, member 
of the Wilson War Industries Board, 
originator and administrator of the 
selective draft plan during the World 
War—quite a record. He brings to his 
present great task a volume of energy 
and facilities for keeping the public in- 
formed which are likely to carry him 
far. His immediate staff includes an 
assistant administrator for industry in 
the person of Dudley Cates, a Chicago 
insurance man who was Secretary of 
the Capital Issues Committee in Wash- 
ington during the World War; also an 
assistant administrator for labor, Ed- 
ward F. McGrady, of Washington, 
legislative representative of the Ameri- 
can Federation of Labor. 

There is a chief of the Research and 
Planning Division. He is Dr. Alexander 
Sachs, director of the department of 
economic research of the Lehman Cor- 
poration of New York. The chief legal 
counsel is Donald R. Richberg, of Chi- 
cago, attorney for the railway brother- 
hoods and one of the authors of the Re- 
covery Act. The chief of publicity is 
Boaz Long, formerly of the State De- 
partment. 


ADVISORY BOARDS 


WHATEVER of czardom there is in 
General Johnson’s administration, it is 
discreetly tempered or shared by ad- 
visory boards. There are three of them, 
and General Johnson was careful to 
divide the responsibility for naming 
them. Industry is represented by a board 
appointed by Secretary of Commerce 
Roper. It includes Austin Finch, presi- 
dent of the Thomasville Chair Com- 
pany of Thomasville, N.C., designated 
by the Southern Manufacturers’ Associ- 
ation for the job; Edward N. Hurley, 
Chicago, chairman of the board, Hurley 
Machine Company; Louis Kirstein, 
vice-president, William Filene’s Sons 
Company, Boston; Alfred P. Sloan, 
president, General Motors Corporation; 
Walter C. Teagle, chairman of the 
board, Standard Oil Company of New 
Jersey; Gerard Swope, president, Gen- 
eral Electric Company, and William J. 
Vereen, Moultrie, Georgia, cotton manu- 
facturer, former president of the Ameri- 
can Cotton Manufacturers’ Association. 
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Members of the labor advisory board 
appointed by Secretary of Labor Perkins 
include Dr. Leo Wolman, economist, 
formerly connected with the faculties 
of Johns Hopkins, Michigan, Harvard 
and now of Columbia, as chairman; 
John Fray, Metal Trades Department, 
American Federation of Labor; Joseph 
Franklin, president, International Boil- 
ermakers’ Union; William H. Green, 
president, American Federation of 
Labor; Sidney Hillman, president, 
Amalgamated Clothing Workers; Father 
Francis Haas, Catholic Welfare Council, 
and Rose Schneiderman, secretary, 
Women’s Trades Union League. 

Balanced between these two conflict- 
ing interests is the third chief interest, 
that of consumers. It is represented by 
the consumers’ advisory board named 
by General Johnson himself. 

Then there are Deputy Administra- 
tors who are assisting General Johnson 
in the conduct of the hearings on the 
codes of fair competition. Those so far 
named include W. L. Allen, New York, 
former chairman of the Sheffield Steel 
Company and former director of the 
American Rolling Mills Company; 
Professor Earl D. Howard, Northwest- 
ern University, formerly executive sec- 
retary of the committee on industrial 
relations, Chamber of Commerce of the 
United States; Arthur D. Whiteside, 
president of Dun and Bradstreet; C. C. 
Williams, retired Major General, Chief 
of Ordnance during the World War; 
K. M. Simpson, president, International 
Chromium Process Corporation, New 
York; Nelson Slater, manufacturer of 
cotton and rayon textiles, and Malcolm 
Muir, chief executive, McGraw-Hill 
publications, New York. 

The functions of these deputy ad- 
ministrators are general. Some of them 
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J. JAY HIRZ 

The Union Station in Washington. Office 

seekers from all over the country pass 
through here in both directions 


It is estimated by some that 200,000 
Federal employees will be needed to ad- 
minister the Agricultural Adjustment 
Act—not all of them in Washington, of 
course. This would be about one to every 


52 agricultural workers in the country, 


or 1 to every 152 farm residents. A more 

graphic illustration of this number is 

that it about equals the population of 
Dayton, Ohio, in 1930 


are specialists but none of them are tied 
to any one industry or line of investiga- 
tion. Each in his way is an embodiment 
of the whole show. Later, however, it is 
expected that special deputies or officers 
by other names will be appointed to 
consider the problems and administer 
the law as to special large industries, 
such as the oil trade. 

How large will the industrial control 
organization run? No one knows. “We 
hope it will not run large,” is General 
Johnson’s comment. But it is already 
apparent that it will be large. It must 
be large to touch every financial, in- 
dustrial and commercial interest in the 
country as it does. After some contro- 
versy over quarters for the administra- 
tion it was announced that a “floor” of 
the new Department of Commerce 
building in Washington would be set 
aside for the organization. Now, the new 
Commerce building in Washington cov- 
ers three real city blocks and each floor 
represents five and one-seventh acres of 
floor space. It is possible that the assign- 
ment of (CONTINUED ON NEXT PAGE) 
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a “floor” to the new administration 
was partly a figure of speech but the 
association of the administration with 
five acres of offices is not altogether 
accidental. 

The administration of the Public 
Works Division of the Recovery Act 
also is largely a matter of boards under 
the general supervision of the Secretary 
of the Interior. The basic authority is 
the Special Board for Public Works 
named by the President, which is in fact 
the members of the Cabinet with the 
addition of several technical bureau 
chiefs. Under this general Board there 
is to be the usual administrative ma- 
chinery which is as yet in the initial 
stages of organization. 


PUBLIC WORKS SET-UP 


THE President has appointed Secre- 
tary Ickes himself as Chief Administra- 
tor—partly because he is qualified and 
partly to settle factional disputes. Under 
the Secretary, Col. Henry M. Waite, 
formerly city manager of Dayton, Ohio, 
is to serve as chief Deputy Administra- 
tor. Col. Waite is a grandson of a former 
Chief Justice of the United States, is an 
engineer and has a square jaw. There 
will be other assistant administrators 
and six divisions or administrative units. 
These units will include one having to 
do with general administration and pol- 
icy, another relating to engineering and 
the technical feasibility of projects, a 
third dealing with legal matters, a fourth 
in charge of financial affairs, a fifth to 
pass upon the economic desirability of 
projects with special relation to unem- 
ployment and the revival of industry 
and the sixth a coordination bureau to 
consider each project in its relation to 
other projected works and general coor- 
dinated planning. 

There is also to be a Board of In- 
vestigation and Review which will pass 
upon all applications for Federal financ- 
ing of projects, and under this board 
there will be considerable elaborate 
machinery including engineering experts 
and a corps of investigators. This 
machinery in Washington also will have 
direct charge of all applications for 
projects arising from within the Gov- 
ernment, especially from the Army and 
Navy, which are expected to form a 
very considerable part of the entire 
public works enterprise. Pending perma- 
nent organization, the work in Wash- 
ington has been in charge of officers 
borrowed from the Federal Employment 
Stabilization Board in the person of 
Colonel Donald H. Sawyer, with H. R. 
Colwell as assistant. 

Work of a more general character, 
not connected with Government enter- 
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prises, is to be administered so far as 
possible through state or regional or- 
ganizations headed by administrative 
boards. Projects in each division will be 
examined and approved by the state or 
regional organization before presenta- 
tion to the authorities in Washington. 
Each such organization, accordingly, 
will be equipped with a more or less 
complete set-up similar to that in Wash- 
ington. The regional organizations al- 
ready have much work cut out for them. 
The Reconstruction Finance Corpora- 
tion is transferring to them applications 
for projects amounting to more than 
$500,000,000 in proposed outlay. The 


GLOBE 
Frank C. Walker was appointed on July 
12 to be the secretary and coordinator of 
the President’s new Executive Council 


President has already directed the allot- 
ment of $400,000,000 to the states for 
road construction and $238,000,000 for 
the construction of war ships, this latter 
construction also being divided among 
the states so far as practicable. 

The Farm Credit Administration is 
further along in its organization than 
any other of the new agencies of the 
Government, partly because it was the 
first of the organizations authorized 
and partly because its constituent parts 
have been taken over as going concerns. 
The original idea in forming this agency 
was that by combining the operations 
of the Federal land banks, the joint stock 
land banks, the intermediate credit 
banks, the regional agricultural credit 
corporations set up by the Reconstruc- 
tion Finance Corporation, the Federal 
Farm Board and the Crop Loan Divi- 
sion of the Department of Agriculture a 
more coordinated, harmonious and eco- 
nomical administration of the agricul- 
tural credit system would be effected. 

However, if there ever was any idea 


that the new unit was to take the Goy- 
ernment out of the banking business or 
lessen its activities in that line that idea 
soon disappeared. By the time the or- 
ganization is complete it will be much 
larger than the total of all the agencies 
it supplants. 

The farm credit system is controlled 
by Henry Morgenthau, Jr., as Governor, 
a man much more than the son of a 
distinguished father, a close friend of 
the President, long a student of agricul- 
tural credit organizations. He is assisted 
by two deputy governors—W. I. Myers 
and Herbert E. Gaston—both experi- 
enced in agricultural credits. There is 
also a general counsel in the person of 
Herman Oliphant. 


FARM CREDIT COMMISSIONERS 


UNDER or associated with this general 
staff are commissioners having immedi- 
ate charge of divisions into which the 
work of administration has been appor- 
tioned. There is Alfred S. Goss of 
Seattle, who is designated as land bank 
commissioner. In general he takes over 
the work of the old Farm Loan Board 
in control of the Federal land banks, 
the joint stock land banks and the 
machinery set up by the new law for 
refinancing farm mortgages. A second 
commissioner is the one for intermedi- 
ate credits in the person of George M. 
Brennan, who has charge of the en- 
larged operations of the intermediate 
credit banks. A third is F. W. Peck, 
who is commissioner for a new system 
of central and regional banks for co- 
operatives, which is the successor of 
the Federal Farm Board while a fourth, 
at present unnamed, will be commis- 
sioner for a system of regional credit 
corporations and local production credit 
associations which is taking over the 
functions of the crop loan division of 
the Department of Agriculture. The 
central and regional banks for coopera- 
tivés have not yet been organized. In 
practically all divisions of the new set- 
up former organizations are still func- 
tioning to some extent as their work is 
gradually incorporated into and merged 
with the new units. 

There are other new functions of 
Government being set up, the expanded 
home owners mortgage relief organiza- 
tion, for example. The full impact of all 
these new concerns on the banks and 
business of the country can be known 
only by experience. Each of them in- 
volves tremendous changes not only in 
actual business but in sociological and 
business viewpoint. The effect of most 
of them upon banks will be indirect. It 
is likely, however, to be far-reaching. 
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| Changes in the banking laws 
are raising new problems in 
services to correspondent banks. 
You will find these understood 
and promptly met at 


Central Hanover 


CENTRAL HANOVER 
BANK AND TRUST COMPANY 


NEW YORK 


Representative Offices in LONDON, PARIS, BERLIN AND BUENOS AIRES 
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loaned to wheat growers. In fact the 
average banker did not pay very much 
attention to carryovers or acreages in 
planning his credit campaign. He knew 
Farmer Smith but not all farmers. 
The Government, on the other hand, 
being all-powerful and wise, would know 
all these things and would know just 
where to pump its surplus bank credit 
and where to drain it away for the pur- 
pose of controlling prices. 

But, say the skeptical dissenters, sup- 
pose wheat raising went out of style; 
Farmer Smith preferred to raise pepper- 
mint or avocados; hailstorms destroyed 
growing crops; fire and vermin con- 
sumed stocks in storage. Control of 
credit would be of little avail here to 
stem price fluctuation. 


THE LENDING MOOD 


BESIDES, credit extension is more a 
receptive than an aggressive process. In 
other words it is more wooed like a 
maid than it wooes like a man. Only 
rarely do bankers proffer credit assidu- 
ously. They more modestly and shrink- 
ingly consent to enter a waiting frame of 
mind towards an applicant. If he will 
only speak up and originate something, 
they will sit in judgment; they may 
exude a frosty “no” or blush out a 
hesitant “yes”; they will be lien holders, 
not partners. 

Therefore, the doubting individual- 
ists assert, as long as Farmer Smith and 
his colleagues enjoyed the right of 
choosing the field of their activities, of 
deciding for themselves whether or not 
they wished to engage in wheat culture 
and to borrow for that purpose, the Gov- 
ernment would have little opportunity 
of directing its stream of credit into 
wheat production. It must not be for- 
gotten that the Government is now a 
coy banker. As a banker it must await 
Farmer Smith’s proposal; it must not 
pursue him. 

But if the agricultural gentleman 
should remain distant and offish, invul- 
nerable to beguiling charm, sick and 
tired of raising wheat that others may 
eat while he goes naked, something 
would have to be done about it. A des- 
potic government could of course force 
Farmer Smith into wheat raising; but 
he would then be no longer free and 
equal in the sight of the law. The Gov- 
ernment could, with its army of tax- 
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payers solidly behind it and loyal to the 
bitter end—perhaps, become a farmer 
itself; or it could go into the market 
with treasury funds rather than bank 
credit, buy up wheat stocks, make it 
scarce, raise prices and stimulate desire 
in Farmer Smith to re-enter his old 
activity. We would then have a managed 
production—with echoes of Farm Board 
floundering, distress and program aban- 
donment; and we would not have what 
we started out to establish—a stable 
price level for wheat. 

Coercive action along economic lines 
is of course unthinkable. It would be 
so wholly at variance with the traditions 
of the Anglo-Saxon culture under which 


we live that any government attempting . 


it would not last very long. Nor, if 
adopted at all, would coercion and price 
fixing be found in wheat production 
alone. The Government would have to 
take a hand at regulating practically 
every important economic activity. 
Sumptuary laws might even be unavoid- 
able. Unregimented America would have 
to coin substitutes for the German 
“verboten” and its antonym. 

The opponents of nationalization are 
therefore more than certain that at- 
tempts to regulate price levels through 
the control of credit by a Government 
bank are bound to be abortive. Govern- 
ments have never been infallible or 
omnipotent in economic control. 

We have very little actual precedent 
to go by. Of course there are the postal 
savings banks, the Federal Farm Loan 
banks in this country; the municipal 
savings banks in some European coun- 
tries. But that is not banking. It is more 
of a brokerage business. Credit enters 
scarcely at all into its structure. Post 
office deposits are not loaned out to 
individuals; they are usually put right 
back into the same bank from which 
they were withdrawn by their timorous 
owners. The Government merely exacts 
ordinary savings bank security in the 
form of political subdivision bonds from 
the receiving bank and affixes its guar- 
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anty. As long as times are normal and 
post office banking limited in volume, 
all is well; the taxpayer does not imme- 
diately or perceptibly feel the burden 
of his guaranty. 
SOME POSSIBILITIES 

BUT let all savings banking with its 
enormous totals of 24 billions be car- 
ried on by the post office, with loans 
made directly to borrowers instead of 
through private banks; let us have an 
extravagant or bellicose Government 
unable to balance its budget; let Govern- 
ment credit sink into the gutter as it 
can so easily; then there would be little 
or no confidence in post office banking. 

That is because the basis of credit 
would then be the individual borrower 
and his property, the same situation 
now existing under private banking. For 
with but one bank, that of the Govern- 
ment, there would be no intermediate 
institution to deal directly with the in- 
dividual patron. Of course the postal 
depositor would have the Government 
guaranty in addition; but that would 
be of value only as long as the Govern- 
ment was solvent and its taxpayers 
willing to carry the burden of losses. 
If these were large, it is certain that 
the voting taxpayer would not assume 
the burden indefinitely. 

We do not have to have exceptional 
memories, however, to realize that 
world history is full of instances where 
governmental insolvency was not alto- 
gether a phantom. Chicago’s present 
plight is only a very small sample of 
what can happen in a much larger way. 
Furthermore, if the taxpayer should 
stand behind all deposits, the burden 
of liability would be colossal. In 1930 
the total debt to depositors in all Ameri- 
can banks was 59 billions of dollars. 
Manifestly a Federal guaranty of that 
size would dilute appreciably even the 
most ardent nationalist’s enthusiasm for 
his country’s obligations. 

Nor are the farm mortgage transac- 
tions of the Federal land banks or the 


It is assumed that since private bankers have made a mess of 
things, public bankers would do better; that laws can legislate 
competency and honesty into public servants to better advan- 
tage than they can in private citizens. The fallacy lies in the 


assumption that bankers are wholly at fault. They have, in many 


ways, made a mess of things. But it should not be forgetten that 


x \ a e not leaders, they are followers of their patrons’ enter- 
~~ % j prise. If some bankers have failed, it is principally because their 


patrons failed first. Is there any assurance that the patrons of 


5» Government banking would not fail likewise?—The Author 
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Some form of Government ownership or control of banking 
moved a long step closer with the adoption of the deposit guar- 
anty plan embodied in the Banking Act of 1933. 

Just 25 years ago, in the JOURNAL’S second issue, ex-Secretary 
of the Treasury Leslie M. Shaw applied a common and historic 
American doctrine to an important banking question of that 
time. He wrote: “I do not believe that any banker, bank director 
or anyone with banking experience will favor Government guar- 
anty of bank deposits. The proposition is so completely at vari- 
ance with every business instinct that it is hardly worthwhile to 
discuss it. If such a proposition were feasible on economic 
grounds, it would still be objectionable to those who are op- 


posed to a paternal government.” 


municipal home loan business of Europe 
real banking. The farm land banks do 
not accept deposits. They obtain their 
loanable funds by the sale of bonds of 
definite and delayed maturity. Their 
obligations to pay are therefore not 
beyond control nor are they subject 
to trouble making whims of timorous 
depositors. Neither are they guaranteed 
as to payment by the Federal Govern- 
ment. 

Instead of being true banks, the Fed- 
eral land banks may be more accurately 
described as market places where the 
seller of existing capital meets the buyer 
of such. While judgment and discretion 
of a high order are required and em- 
ployed, the Government’s real function 
is to put a policeman here and there to 
see that its rules of barter are properly 
obeyed. 

The nearest approach to real bank- 
ing under Government auspices is found 
in the Federal intermediate credit 
banks, institutions established by the 
Government to fill the gap of credit 


supply between the short term credits 
of trade or commercial banks and the 
long term credits of mortgage discount- 
ing banks. But even this type of bank 
does not loan directly to borrowers, nor 
do they take in funds on deposit. They 
make their loans through specially or- 
ganized, privately owned and guarantee- 
ing agricultural credit corporations or 
similar financing institutions. Loanable 
funds are obtained through sale of de- 
bentures to investors. 

They do, however, engage in a form 
of commercial banking in that they fi- 
nance production, harvesting and mar- 
keting of crops, all activities requiring 
judgment and discretion. But their ad- 
vances are not made from the incep- 
tion of crop production, as the private 
commercial banker is often called upon 
to do, but only after some one, usually 
the third-party agricultural credit cor- 
poration, has made the initial advances 
out of its own funds and the crop is 
fairly well along on its career. Only 
then will the intermediate credit bank 


As late as 1932— 
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repay the primary outlay. Furthermore 
its advances are marginally secured by 
funded collateral and wholly secured by 
mortgages, warehouse receipts and 
otherwise. 

Although they also do not represent 
a depositing transaction, the open mar- . 
ket operations of the Federal Reserve 
System do represent to a limited extent 
a semi-Governmental excursion into the 
field of real banking. True it is that the 
Federal Reserve banks are themselves 
owned by their member banks and not 
by the Government and are therefore 
not under immediate political control. 
But the politically appointed Federal 
Reserve Board in Washington is never- 
theless tied in very closely with Govern- 
ment affairs. The power to establish re- 
discount rates, a moot question to be 
sure, inclines more and more to the 
Board rather than to the Reserve Banks. 
During the War and since, the exigencies 
of Government financing have often been 
the determining factors in the policies 
of the Board of keeping the level of re- 
discount rates below that of the general 
market, instead of above as is the usual 
way with central banks. 

And while it would be an egregious 
error to say that politics in the usual 
sense of the term have played even a 
minor part in the actions and attitudes 
of the high principled men who, with 
little or no exception, have composed 
the Federal Reserve Board since its 
founding in 1914, it is this same group 
of Governmentally appointed officials 
which in 1927 so mistakenly pumped 
extravagant supplies of Reserve credit 
into the business fabric with such dis- 
turbing, if not disastrous, effect. 

It is fair (CONTINUED ON PAGE 64) 


Senator Carter Glass declared his opposition to a deposit guaranty plank in the Democratic platform, carrying his fight to 
the floor of the convention itself. He objected to this form of Federal responsibility for banking and said, ““Why project this 
question at all? We have suffered enough already without adding another complication” 
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(CONTINUED FROM PAGE 5) 


the week ended July 17, a total advance 
of 45 points, or more than 300 per cent 
for the four months of the recovery. 
The rise in such indices as car loadings 
and electric power production also con- 
tinued without abatement. When the 
spring expansion began, loadings of fin- 
ished goods were running almost 20 
per cent behind a year ago. By the week 
ended June 3 the figures of this year 
had crossed those of the corresponding 
period in 1932, and by July 8 they 
were running more than 18 per cent 
ahead. Meanwhile, power production, 
starting 10.6 per cent behind last year’s 
figures in mid-March, reached parity 
with a year ago in the week ended May 
6, and by July 8 was higher by 14.7 
per cent. 


STEEL 


NEWS from the steel industry con- 
tinued good throughout the past month. 
Steel output for June, according to the 
Iron and Steel Institute, was 2,597,517 
tons, against 912,757 for the same 
month in 1932, and was the largest for 
any month since April, 1931. Equally 
impressive was the report on unfilled 
tonnage of the United States Steel Cor- 
poration, which showed an increase of 
176,956 tons in June, the largest up- 
turn since January, 1931. That there 
was some evidence of a let-up in de- 
mand was admitted for the first time, 
however, by the Jron Age, principal 


The Hole in the Doughnut 


SYKES IN THE NEW YORK POST 


organ of the industry, which found at 
mid-month that “new business in iron 
and steel has been undergoing some re- 
cession, though pressure for shipments 
is unrelaxed.” 

Far more sensational than the per- 
formance of the steel industry, however, 
has been that of the more volatile tex- 
tile industry. Cotton mill activity in the 
United States during the month of 
June, according to the New York Cot- 
ton Exchange Service, was the highest 
for any month on record. During June, 
operations were at 125 per cent of the 
average for the period 1922-27, inclu- 
sive, which compares with 109 per cent 
in May and with 58 per cent for the 
same month a year ago. The previous 
record month was February, 1929, when 
activity was at 120 per cent of the 1922- 
27 average. 

The great question that is concern- 
ing students of business is, of course, 
how much of this buying in the major 
industries is speculative in nature and 
how much is “legitimate”. There can 
be no doubt, of course, that speculation 
has been playing an important part: 
first, because of the avowed intention of 
the Administration to put prices on a 
new plane; second, because of the desire 
of buyers to get their orders in before 
costs are affected by the operation of 
the Industrial Recovery Act. Many 
manufacturers have, as a matter of fact, 
inserted clauses in selling contracts pro- 
viding for a readjustment of prices af- 
ter this law becomes effective. The Jron 
Age, while declaring that “many buyers 
have anticipated their demands further 
ahead than usual,” thinks it is “un- 
likely that the amount of speculative 
tonnage ordered is excessive.” Which, 
of course, is not especially enlightening. 

Aside from the World Economic Con- 
ference, at which this Administration 
struck another blow for inflation as 
against international reduction of trade 
barriers, the most important single de- 
velopment bearing on the speculative 
markets was the crop report as of the 
first of July. This revealed that for the 
first time in 65 years the United States 
will produce less wheat than it needs 
for its own requirements. The probable 
crop of wheat—winter and spring com- 
bined—is 496,000,000 bushels, the 
smallest in 40 years. The last time it 
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was smaller was in 1893, when it fell to 
427,553,000 bushels. At that time, how- 
ever, the country’s population was 40,- 
000,000 less than at the present time. 

By the middle of July, May wheat 
was being quoted on the Chicago Board 
of Trade at above $1.23. This is almost 
three times the price at which July 
wheat was quoted at the end of 1932, 
when it stood at 435¢ cents. Cotton has 
not performed as excitedly as wheat, 
because the statistical position of cot- 
ton is less favorable, but it has pushed 
its advance to above 12 cents, against a 
low for the bear market of 534 cents. 
Secretary Wallace has placed processing 
taxes on both wheat and cotton, and is 
apparently pleased at the progress made 
in persuading cotton planters to reduce 
their acreage by 25 per cent. This is a 
good beginning, if the program is car- 
ried out, but it will not alone clear up 
the surplus situation in cotton. The 
country’s carryover at the end of the 
last crop year was approximately a full 
year’s production. 


CIRCULATION LESS 


THE present boom in prices and busi- 
ness has added one more chapter to the 
disillusionment of those who have main- 
tained that what we needed was “more 
money” to raise prices. Currency in 
circulation in the middle of July, when 
the Moody index of commodity prices 
stood at approximately 145, was nearly 
$2,000,000,000 less than just before the 
bank holiday, when the index stood at 
82. Nor can the phenomenon be attrib- 
uted to an expansion of bank credit, 
for the latter has risen only about $500,- 
000,000 since the end of April, an 
amount which can be accounted for en- 
tirely by the expansion of brokers’ loans 
to the stock market. 
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Interest Rates 
After the 
Banking Act 


(CONTINUED FROM PAGE 17) 

The new Banking Act guards against 
this as far as possible by providing that 
“no member bank shall pay any time 
deposit before its maturity, or waive 
any requirement of notice before pay- 
ment of any savings account except as 
to all savings deposits having the same 
requirements.” This latter exception 
itself, however, offers a possibility of 
evasion, and the rules and regulations 
of the Reserve Board must guard 
against collusion between bank and de- 
positor as well as against the depositor 
alone. In this matter it is evident that 
the fixing of rates of interest as between 
various maturities of time deposits and 
provisions governing the payment of 
interest on funds withdrawn from sav- 
ings accounts are matters vital to the 
successful and equitable application of 
the law. 


BANKING LANDMARKS 


THE prohibition of interest on demand 
deposits and the regulation of interest 
on time and savings deposits are gen- 
erally accepted by bankers as two of 
the most important reforms in Ameri- 
can banking effected in many years, not 
only in restoring to banks a proper bal- 
ance between the cost of deposits and 
earnings upon them but also in ending 
abuses in other lines which have been 
built up as a result of competition for 
funds when funds are needed and the 
straining for size even when funds can- 
not be profitably employed. 

It is evident, however, that the end 
of such competition and abuses cannot 
be attained unless there is cooperation 
in good faith between banks, and espe- 
cially by action of the local and re- 
gional clearinghouses to give effect to 
the purpose of the new Banking Act. 
The new law, naturally, applies only 
to member banks in the Reserve sys- 
tem. Its effectiveness, accordingly, de- 
pends largely upon the cooperation of 
non-member banks which must come 
in most cases through the action of the 
clearinghouse organizations. It lies with 
the latter not only to assist the Federal 
Reserve Board in the formation of the 
rules and regulations which are to gov- 
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ern banks under the new legislation but 
also to give reality to the regulations 
when once they have been promulgated. 


The Alternatives 
In Stabilization 


(CONTINUED FROM PAGE 19) 

amply demonstrated that any advan- 
tage in export trade anticipated as a re- 
sult of its depreciation is fallacious and 
ultimately results in loss. So long as the 
dollar is foot-loose no agreements as to 
tariffs or international trade restrictions 
can have any practical value. From ev- 
ery standpoint save that of its present 
domestic price policy it would be to the 
interest of the United States to agree to 
exchange stabilization, and it was doubt- 
less for this reason that such stabiliza- 
tion was agreed to in the negotiations 
preliminary to the conference in London. 

Fixing the value of the dollar in inter- 
national exchange and keeping it there, 
however, would fix or at least tend to fix 
it in domestic valuations. Accordingly, 
in the American view its international 
value cannot be established until the de- 
sired price level in the United States has 
been reached. When that level is reached 
international stabilization will follow as 
a matter of course—by agreement, if 
necessary, but more probably as a re- 
sult of the situation. 

It has been the expectation of the au- 
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thorities in Washington after the Pres. 
ident-Premier conferences that the plan 
of raising prices in the United States 
would be carried out in conjunction with 
similar plans in other countries. This 
was clearly foreshadowed by the suc. 
cessive official communiqués following 
the visit of each foreign statesman. Such 
international cooperation would not 
only have rendered the task of each na- 
tion in this policy easier but would also 
have reduced the exchange fluctuations 
between their currencies to a minimum 
by a coordination of world prices. 

The alternative of such cooperation is 
recourse to economic nationalism and 
the protective principle—protection by 
tariffs and trade restrictions, by curren- 
cy stabilization or manipulation, by any 
and all means possible. Such was the pol- 
icy indicated in the conference situation 
in London. Such is the policy the United 
States, of necessity, is now following. 


Farm Adjustment 
Begins 


(CONTINUED FROM PAGE 15) 
“in a workmanlike manner” the wheat 
acreage specified in the contract, but he 
can dispose of his wheat as he desires. 

(4) As benefit payments are to be 
financed by processing taxes, all con- 
sumers will share the cost of paying 
producers to restrict production. The 
program is based on the assumption 
that restricted production by increasing 
the purchasing power of producers will 
benefit the general public. 

(5) If the adjustment program suc- 
ceeds, its launching probably will mark 
the end of an era of extreme individual- 
ism in agriculture in the United States. 

Recent fundamental changes led Sec- 
retary Wallace to say, ‘““What we really 
have to do is to change the whole 
psychology of the people of the United 
States.” This is a large order. It in- 
volves the whole program of farm ad- 
justment as well as the larger national 
economic program, of which farm ad- 
justment is a part. If the people decline 
to participate in the program to the 
extent necessary to give the experiment 
a fair trial, we shall never know whether 
farm adjustment as now proposed 
would have succeeded or not if it had 
been given a fair trial. 
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Guaranty Trust Company 
of New York 


FIFTH AVE. OFFICE 
Fifth Ave. at 44th St. 


LIVERPOOL 


MADISON AVE. OFFICE 
Madison Ave. at 60th St. 


MAIN OFFICE 
140 Broadway 


LONDON PARIS BRUSSELS HAVRE ANTWERP 


Condensed Statement, June 30, 1933 


RESOURCES 
Cash on Hand, in Federal Reserve Bank, 


and due from Banks and Bankers . . 
U. S. Government Bonds and wom 


Public Securities .. . 


Stock of the Federal Reserve Bank . 7 ssid 


Other Securities .. 


Loans and Bills Purchased 


PACH 
Opening transactions on the New York 
Commodity Exchange 


Bank Buildings . 


A Merger of 
Commodity 


Surplus Fund. ... . 
Undivided Profits . 


Exchanges 


HE new Commodity Exchange in 

New York, opened July 5, brings | 
trading in six commodities under one | 
roof. These six are rubber, hides, silk, 
copper, tin and silver. 

When trading ended on the first day, | 
contracts aggregating $6,000,000 had | 
been entered into in the four rings, the 
metals being grouped together in one. 
Approximate figures for the various | 
commodities were silver, $3,200,000; | 
rubber, $1,000,000; raw silk, $1,000,- 
000, and raw hides $500,000. 

J. Chester Cuppia, vice-president of 
the Exchange stated that on the basis of | 
the combined facilities of the four rings, | 
seats on the Commodity Exchange | 
should be worth $31,000. At the open- | 
ing, 23 members had been elected. 

Governor Herbert H. Lehman of 
New York, formerly a member of the | 
investment banking house of Lehman | 
Brothers, expressed his congratulations | 
to the new exchange: 

“Readily accessible and soundly ad- | 
ministered marketing facilities for com- 
modities are necessary for the mainten- 
ance and development of the trade and 
commerce of our nation. I believe, 
therefore, that the coordinated market- 
ing facilities which the new Commodity | 
Exchange will provide will fill a neces- 


Acceptances... 


Foreign Bills 
Deposits . . 
Outstanding Checks 


GEORGE G. ALLEN 


W. W. ATTERBURY . 


W. PALEN CONWAY 


CHARLES P. COOPER 
American Telephone & Telegraph Co 
HENRY G. DALTON .. 


JOHN W. DAVIS... 


HENRY W. de FOREST 
ARTHUR C. DORRANCE . 


EDWARD D. DUFFIELD 
CHARLES E. DUNLAP. . 


MARSHALL FIELD. . . 
LEWIS GAWTRY 


ROBERT W. GOELET 
PHILIP G. GOSSLER 


EUGENE G. GRACE 


of Pickands, Mather 
& Compan 


sary function in our business life.” 


Real Estate Bonds and Mortgages . oP 
Items in Transit with Foreign Branches . 
Credits Granted on Acceptances... . 


Accrued Interest and Accounts Receivable 


$ 249,332,300.94 
482,920,173.19 
75,975,692.67 
7,800,000.00 
24,975,205.41 
491,098,292.13 
2,655,085.74 
6,985,873.89 
83,214,878.18 
14,202,829.83 
5,954,375.91 


$1,445,114,707.89 


. 


LIABILITIES 


$ 90,000,000.00 
170,000,000.00 
7,266,269.98 


$ 267,266,269.98 


6,940,262.61 
83,214,878.18 


72,102.00 


Accrued Interest, Miscellaneous Accounts 
Payable, Reserve for havanees etc. 


Liability as Endorser on Acceptances and 


$1 ,054,343,334.79 


33,277 ,860.33 


CHARLES H. SABIN, Chairman 


mpany 


y 


of Davis Polk Wardwell 
Gardiner & Reed 


President, Campbell 
Soup Company 
President, 

The Prudential Insurance Company of America 
President, Berwind- 
White Coal Mining Company 
of Field, Glore & Co. 
President, 

The Bank for Savings in the City of New York 
Real Estate 
President, 
Columbia Gas & Electric Corporation 


ident, 


Pres 
Bethiehem Steel Corporation 


1,087,621,195.12 
$1,445,114,707.89 


WILLIAM C. POTTER, President 


DIRECTORS 


Vice-Chairman, British- 
American Tobacco Company, Limited 
and President, Duke Power Company 


. President, Pennsylvania 
Railroad Company 


EDWARD J. BERWIND Chairman of the Board, 
Berwind-White Coal Mining Company 


. Vice-President 
ny 


W. A. HARRIMAN of Brown Brothers 
“arriman & Co, 


JOHN A. HARTFORD. . President, The Great 
Atlantic & Pacific Tea Company 


DAVID F. HOUSTON . President, The Mutual 
Life Insurance Company’ of New York 
CORNELIUS F. KELLEY President, 
Anaconda Copper Mining Co. 

THOMAS W. LAMONT of J. P. & Co. 


CLARENCE H. MACKAY ‘esident, 
Commercial Cabie-Postal 


RICHARD B. MELLON President, 
Mellon National Bank, Pittsburgh 

GRAYSON M.-P. MURPHY 
of G. M.-P. Murphy & Co. 


WILLIAM C. POTTER President 


LANSING P. REED . . of Davis rm Wardwel | 
Gardiner & Reed 
GEORGE E. ROOSEVELT . of Roosevelt & Son 


CHARLES H. SABIN . Chairman of the Board 
MATTHEW S. SLOAN 

VALENTINE P. SNYDER 

EUGENE W.STETSON .. . . Vice-President 
JOSEPH R.SWAN .. ._ President, Guaranty 


Company of New York 
STEVENSON E. WARD k 
CORNELIUS VANDERBILT WHITNEY 
nker 


GEORGE WHITNEY . of J. P. Morgan & Co. 
THOMAS WILLIAMS of I. T. Williams & Sons 
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Answers to th 
THE DIEBOLD 
SAVINGS 4 whieh, within 


creased balances of the mill and im- 

AND proved security for remaining loans 

would compensate withdrawals for the 

¢\GNATURE < 42 purchase of the issue. Produce other sim- 
ilar goods requiring little additional ma- 

chinery. Appropriate $50,000 to adver- 


tise nationally the name of Farragut. 

E a E T Distributors’ morale, sales and earnings 
‘ would increase substantially. 

The results are protection for the 

REKORDE banks and increased earnings for the 


community. 


Led Advertising 
ger and signature cards , 
~ IV IT is obvious that by increas- 
cards are conveniently housed and * ing the sale of the mill’s prod- 
protected just below ledger cards, ucts the problem will be gradually 
solved. 
1. The two local banks, enlisting the 
cooperation of the metropolitan. institu- 
Designed by Bankers ... Built by DIEBOLD i tion if necessary, should get together 
and loan the mill enough money to al- 
the No. 850 Eleetric Rekordesk has low it to engage in @ nationwide cam- 
many advantages ... a few of them paign of advertising, stressing such ad- 
are: vertising particularly in the territory 
served by the weak distributor and fea- 
Makes each teller a bank within a bank. turing a lower priced quality product. 
2. The results of such a campaign 
Reduces operating overhead. would increase sales, increase employ- 
ment, reduce savings withdrawals and 
mortgage defaults, enable the weak dis- 
Is ideal equipment for the unit system. tributor to lower his debt to the mill, 
Protects signature cards. and in turn help the mill to pay off its 
indebtedness. 
Segregates signature cards under supervision. 2 The teo loca) hanks in. the ature 
Has convenient sliding desk top. should cut down on the amount loaned 
to the one industry on which the town 
is so dependent. 


Saves floor space and extra equipment. 


Is equally efficient for machine or hand posting. 


yn 


Equipped with removable card trays. 
Cost Accounting 
THE mills must be recapitalized 
¢ without receivership, with the 
Write for descriptive literature that describes bow this Electric Rekordesk | two local banks in control. If mill prop- 
provides convenient housing and protection for savings ledger and | tty is mortgaged, mortgagees may con- 


signature cards in one unit at tellers’ windows. sent to temporary interest cut. Solvent 
local merchants and prominent citizens 


must be called into consultation and ev- 
1 ery effort made to sell them new stock. 


— 


Provides instant 24-hour fire protection. 


Loyal employees may also be counted on 
for stock. Former officers might be re- 
tained for goodwill at low salaries and 
subject to dictation. 
A satisfactory cost accounting sys- 
D t EK B «> a D tem is the first requirement. Practical 
efficiency men should study economies, 
whether also to manufacture lower 


SAFE & LOCK CO., Canton, Obio _| Priced robes under another,trade name, 


whether to advertise, and what other 
SEE OUR WORLD’S FAIR DISPLAY . . . GENERAL EXHIBITS BUILDING woolen products, upholstery fabrics, 


rugs or whatnot can be turned out, with 


Long known as a leading bank vault manufacturer 
Diebold offers complete protection for records, money 
and wealth from fire, burglary and banditry. 


4 

| 
| 

| 
; 
i 
| 
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special attention to competitive condi- 
tions. It might be advantageous to re- 
organize the debtor distributor. 

The city bank might be willing to 
fund its loan. Its own future is not at 
stake as with the local banks. 


Merchandising 


VI 1. Consult an advertising 

> agency of recognized na- 
tional importance in regard to: 

a. The product with possible changes 
of additions to the line. 

b. A plan of merchandising involving 
distribution directly to department 
stores and other retail outlets. 

c. An advertising program designed to 
create public demand for the prod- 
uct. 

2. Employ accountants able and experi- 
enced in preparing operating budgets 
for manufacturers, having them: 

a. Set up monthly budget. 

b. Show amount of working capital 
required and for what periods. 

c. Determine gross profit necessary on 
minimum estimated sales. 

3. Determine after careful consideration 
whether the risk involved in carrying 
on under a new plan is justified by 
the circumstances. 

4, Provided that such a course is wise 
every effort should be bent to: 

a. Secure the best available personnel. 

b. The cooperation of all parties con- 
cerned both directly and indirectly 
in doing whatever is necessary to 
make the operation successful. 


Change in Management 


VI BANKRUPTCY, or imme- 
e diate liquidation will cripple 

local banks and result in loss to city cor- 
respondent. All banks must cooperate. 

Present management is apparently in- 
different and the company needs work- 
ing capital, volume and larger profit 
margin. 

The banks, as part owners, should 
have a voice in management. New fi- 
nancing in the form of mortgages, bonds 
or permanent capital is necessary, the 
banks agreeing to advance proportion- 
ately self-liquidating loans for current 
raw material purchases. 

Advances to distributors should be re- 
stricted and some. payment from sales 
secured on the $150,000 advance. 

The mills should engage a sales and 
merchandise manager. Without sacrific- 
ing reputation, they should substitute a 
cheaper line under a new name to meet 
competition and cover overhead and 
find new outlets. 

If the forgoing is not successful, order- 
ly liquidation is the-last resort. 
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Capital and Surplus 


New Factor in 


Old Equation : 


Referring to the elimination 
of interest, a correspondent 
bank has written us: : 


“We feel the balances carried 
with you are offset by the 
splendid service you give us.” 


It is our constant aim to make 
the facilities which our cor- 
respondents enjoy not only 
useful but indispensable. 


The old term “compensating 
balances” in this bank has al- 
ways implied “compensating 
services.” 


LHE... 


PHILADELPHIA 
NATIONAL BANK 


ORGANIZED 1803 


PHILADELPHIA, PA. 


$30,000,000 
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Millions of Dollars k 
Saved in 1932 Standardization 


VERY property owner knows that 
it is vitally necessary to take ad- 
vantage of every sensible economy to 
help balance the situation brought 
about by high taxes and low income. 
Mutual fire insurance has brought 
a practical method of reducing one 
important overhead cost, to hundreds 
of thousands of property owners. 
With the same initial pre- 
mium rates as other types of 
insurance companies, mutual 
companies have returned 
millions of dollars in divi- 
dends to policyholders every 
year for many years. 
These dividends are made 
possible by care in selecting 
risks; by strict economy in 


This Seal identifies a mem- 
ber company of The Federa- 
tion of Mutual Fire Insur- 
ance Companies and the 
American Mutual Alliance. 


by the owners of 
37 billion dollars worth of property 
insured in Mutual Companies 


operation; by inspection of properties | 
and expert technical advice to policy- | 


holders in fire prevention methods. 

The seventy-four member companies 
of the Federation of Mutual Fire In- 
surance Companies have returned over 
$43,000,000 to their policyholders in 
dividends in the past three years. Six 
Federation companies are over 100 years 
old. All of them are sound, 
well managed companies. 

To any property owner 
interested in reducing his 
insurance cost, a list of 
Federation companies will 
be of practical value. Write 
for a list today and an inter- 
esting outline of the mutual 
plan of insurance. 


MUTUAL FIRE INSURANCE 


An American Institution 


WRITE FOR THIS BOOKLET 


MUTUAL FIRE 
INSURANCE 


Federation of Mutual Fire Insurance Companies, 


230 North Michigan Avenue, Chicago, Illinois 


Gentlemen: Kindly send me a list of Federation companies—also a full explana- 
tion of the operation and benefits of mutual fire insurance. 


Name___ 


Address 


THE MUTUAL PLAN HAS OPERATED SUCCESSFULLY FOR 180 YEARS | 


| Cheek 


| JN these days when every bank js 
| searching about for new ways in 
which to save, the possibilities for fur- 
ther savings by check standardization 
must not be overlooked. 
| The Bank Management Commission 
| of the American Bankers Association 
has estimated that nine-tenths of all 
internal banking expense occurs in the 
handling of checks, which must be 
proved, listed, credited, charged and, 
| with transit items, endorsed, assorted, 
etc., involving a total of at least five 
different operations. Unless all essential 
data are uniformly placed, the speed 
in clearing checks is vastly retarded, 
and the added labor charges become a 
needless and wasteful drain on resources. 
Superfluous shapes and _ sizes of 
checks also pile up production costs. 
They involve waste in cutting up pa- 
per, delays in the printing or lithograph- 
ing plant, special handling charges, 
higher investments, and added _possi- 
bilities for loss and misunderstanding. 


SIZES 


| THE following are recommended sizes. 
They cut without waste, and are pur- 


| chasable at minimum rates. 


Customers checks, 3 1/16 x 8 1/4 
inches. 

Pockets checks, 234 x 6% inches 
(binding margin 234 x 21%). Check 
numbers, dates, transit numbers, 
amounts in figures, and signatures all 
should appear to the right, except when 
drawn in the form of a draft, when the 
transit number and name of bank ap- 
pear in the left corner. Where pictures 
or advertising matter appear on the 
check, they should be placed above and 
to the left of the name of the bank. 


The annual national expenditure for 


| checks has been put as high as 40 mil- 


lion dollars. While 85 per cent of all 
checks are now standardized, according 
to recent studies of the Department 
of Commerce, this still leaves open an 
item of $6,000,000, worthy the careful 
consideration of bank purchasing offi- 
cers. Some customers will always see in 
special check sizes and styles a certain 
advertising value but their number is 
comparatively small and can be reduced 
if the benefits of standardization are 
placed before them. 

When special check sizes are insisted 


upon, the charge for them should also 
cover extra handling costs. 


| 
™ | 
| = 
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T was either the rough-and-ready | 


independence of a small eastern bank 
or a misunderstanding that added to 
the bookkeeping confusion in its neigh- 
borhood during the bank holiday. 

When a grocery clerk was ready to 
make the first payment on an automo- 
bile, he endorsed his. paycheck, drawn 
on an out-of-town bank, and gave it to 
the dealer. The car was delivered. The 
dealer took the check to his own bank 
and deposited it. His account was cred- 
ited and the check went on its journey 
to the Federal Reserve for collection. 

While the Federal Reserve bank held 
the item the banking holiday went into 
effect. It was here that the drawee bank 
made its mistake. It stayed open in 
spite of the proclamation. 

Also during this time it received from 
the Federal Reserve bank the check that 
had been drawn on it. The groceryman’s 
account was debited and the check was 
returned to him. 

Meanwhile, however, the car dealer’s 
bank had given its customer notice that 
this check could not be credited, since 
it had received similar notice from the 
Federal Reserve, and credit would have 
to await the end of the moratorium. 

Unfortunately, when the rest of the 
country’s banks opened for business, the 
drawee bank went into the hands of a 
conservator. The car dealer has not, of 
course, received the amount of a first 
payment for the car, although the groc- 
ery clerk has a cancelled check which 


shows that payment was made. The | 


grocery clerk has both the car and the 
cancelled check. 


APPROPRIATE NAME. First in Wisconsin in 
resources, facilities, contacts and scope of service, the First 
Wisconsin National Bank is appropriately named. Major 


unit of the Wisconsin Bankshares Group (comprising 46 


financial institutions serving 27 Wisconsin communities). 


A strong, dependable bank unusually well fitted to serve other 
banks and business corporations. Copies of our June 30, 1933 
Statement of Condition available in convenient pamphlet form. 


We invite your inquiries. 


FIRST WISCONSIN 
NATIONAL BANK of Milwaukee 


UNIT OF WISCONSIN BANKSHARES GROUP 
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CONDENSED STATEMENT OF CONDITION 
JUNE 30, 1933 


Che 
Cleveland 
Crust Company 


Located at Euclid Avenue and East 9th Street and in 59 
Community Centers throughout Greater Cleveland and nearby. 


Assets 


Cash on Hand and in Banks , 

United States Government Bonds and Cer- 
tificates  . . 

State and Municipal Other 
and Investments, including Stock in Fed- 
eral Reserve Bank . 

Loans, Discounts and Advances . 

Banking Houses and Lots and Other Real 
Estate... 

Interest and ‘Other 
Resources... 

Customers’ Liability on Letters of Credit wal 
Acceptances Executed by this Bank 


$ 32,853,787.87 


15,852,054.12 


22,440,372.93 
176,005,454.40 


10,703,059.71 
3,862,725.00 


448,395.77 
Total . . . &%262,165,849.80 


Liabilities 

Capital Stock . . 
Surplus and Undivided Profits 9,716,961.76 
Reserve for Taxes, Interest, etc. ; 997,614.69 
Rediscounts and Bills Payable . . . . NONE 
DEPOSITS 

Demand . 

Time ... 


Cash Balances of Estates 
and Corporate Trust De- 
partments (Preferred) 


$ 13,800,000.00 


$ 90,692,956.39 
138,046,730.08 


7,611,945.75 236,351,632.22 

Other Liabilities . . . .... 

Letters of Credit and Acceptances Executed 


851,245.36 


448,395.77 


Total &262,165.819.80 


Member ee: Member Cleveland 
Federal Reserve System b= so Clearing House Association 


Growth of ewe 


March 31, 1933 
June 30, 1933 


$225,644,791.08 
$236,351,632.22 


EWING GALLOWAY 


Tax Strike-ism 


ETRENCHMENT, economy and 

reduced taxes have been sane de- 
velopments in the deflationary period. 
Taxpayers, roused to action, are bene- 
fiting. However, the demand for econo- 
my in many cases has developed “a 
note of irrationality” as tax strikes de- 
prive local units of taxes that are already 
levied and as legislatures consider tax 
limitation laws and liberalized delin- 
quency penalties. 

Attributing municipal _ financial 
troubles chiefly to poor tax collections, 
David M. Wood, New York attorney, 
pointed out in a recent address that 
“many municipalities have in the last 
few years been making drastic cuts in 
their budgets, and there is obviously a 
limit to the amount under which the 
municipal budget can be reduced if the 
essential government services are to be 
performed. Taxpayers and _ investors 
have collaborated in a movement in- 
tended to eliminate extravagance, but in 
many cases the demands for reduction 
of municipal budgets have been car- 
ried to an unreasonable extent. But the 
most important element in the situa- 
tion is the quiet but persistent tax- 
payers’ strike which is going on.” 

The municipal securities committee 
of the Investment Bankers Association 
in a report to members expressed alarm 
at the attitude of taxpayers in some 
sections and urged a combined effort at 
tax collections. 

Such proposed measures as tax limita- 
tion laws and those to liberalize de- 
linquency penalties, it indicated, are also 
doing more harm than good because of 
the adverse effect on local government 
credit. 
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Silver Coinage 


ARGER use could be made of silver 
coins in a number of countries with- 


out changing existing laws, it is revealed | 
in a study made by Herbert M. Bratter | 


of the Commerce Department’s Finance 
and Investment Division. 

The amount of silver coinage in most 
countries is determined by the require- 
ments of the public, even where there 
are laws limiting the amount. Often, 
where there is a legal maximum, de- 
mand has not brought coinage to the 
allowable figure, and it is believed that 
in such cases no legislation is necessary 
to increase the present amount within 
the limits. Indications are that this is 
true of 59 countries and colonies. 

In the United States, the United 
Kingdom and most other countries coin- 
age is regulated by the treasury or cur- 


rency board as public needs dictate. An- | 
other method of control used, for ex- | 


ample, in France is periodic issuance 


of coins, each time by special enactment. | 


Limitations generally take the form 


either of a per capita figure or a gross | 
amount. Germany limited the amount | 
of silver coin to 30 Reichsmarks per | 
capita. Poland set 320,000,000 zloty as | 


the maximum for silver, nickel and cop- 
per, 140,000,000 zloty being the silver 
limit. 


Where laws are flexible enough, na- | 
tions may substitute copper coins for | 
nickel, nickel for silver or silver for | 
paper, as they see fit. This practice has | 
been used in Germany, France, Colom- | 
bia, Mexico, Poland and Spain to im- | 


prove the gold ratio. 
It appears that in countries where 


business and commerce are habitually | 
conducted with banknotes and checks | 
there is a practical limit to the amount | 


of metal which can be circulated. 


Especially in Asia and certain parts | 


of Africa, populations much prefer sil- 


ver to paper currency. Mexico and | 


western United States show a preference 
for silver. 


EWING GALLOWAY 


Teletypewriter Service is nation-wide. 
A message typed in San Francisco can 
be simultaneously received on tele- 
typewriters in New York, Chicago, 
Dallas, or any other distant city. 
Typing by wire assures utmost speed, 
accuracy,and privacy. That is why both 
financial and industrial organizations 
in many parts of the country are using 
Teletypewriter Exchange Service. 
Connections are made by a teletype- 
writer “Central”. Communication is 
two-way—the message can be sent and 
the answer received on the same con- 
nection. The service can also be given 
on a private line basis which affords 
continuous connections between fixed 
points for periods of one or more hours. 
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FAIRCHILD AERIAL SURVEYS, INC, 


The figures suggested by the author as limits of amounts to be loaned and as the ratio 
between loan and appraisal are merely intended as guidance for conservative lending 


Real Estate? Pick and Choose 


(CONTINUED FROM PAGE 23) 


supported by masonry or concrete foun- 
dation with ample ventilation. Accessi- 
bility to transportation. 

Residence Income Property. Age of 
building not to exceed five years (age 
is more important on income properties 
than on residence properties). Building 
must be proper improvement for the 
locality. 

Size of lot: not less than 50 x 125 feet. 
Street must be improved with asphalt 
or cement surface, cement curbs, side- 
walks and public utility service. Build- 
ing, if more than two stories in height, 
must have brick or concrete exterior 
walls. If three stories or more, it must 
be equipped with elevator. If an apart- 
ment house, it must be completely fur- 
nished and equipped with electric re- 
frigeration; chattel mortgage on furnish- 
ings and refrigerating plant to be part 
of the loan. If a furnished court, chattel 
mortgage on furnishings and refrigerat- 
ing plant to be part of the loan. Deed 
of trust or mortgage should provide as- 
signment of rentals. Accessibility to 
transportation is an important consider- 
ation. 

Business Property. Age, design, condi- 
tion of building, and income to be con- 
sidered. Property must be located in 
established business center. Location 
should be studied, and attention should 
be paid to the purchasing power of the 
surrounding neighborhood. 

Size of lot generally not less than 40 
x 100 feet. Street must be improved 
with asphalt or cement surface, cement 
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curbs, sidewalks and public utility ser- 
vice. Building to be of masonry con- 
struction, brick or concrete. Deed of 
trust or mortgage to provide assignment 
of rentals. 

Office buildings, church and club 
buildings, hotels, service stations, ga- 
rages, markets and theatres are not 
covered by these requirements. Either 
because of the investments they repre- 
sent or because they are highly special- 
ized properties, they are not readily 
salable and are less desirable, generally 
speaking, than other types of property 
as security for loans. If considered at all 
by a loan committee they should be 
subjected to an application of the broad 
principles proposed. 

Industrial Property. Improvements 
must be of masonry construction, brick 
or concrete, or of corrugated iron with 
steel frame work, with concrete floors 
and foundations. A factory building, 
designed for a particular product and 
therefore subject to greater obsolescence, 
has less salability than a general pur- 
pose building. Railroad trackage and 
shipping facilities to be considered, also 
the age of the building. 

If a factory building, it must be occu- 
pied by the owner or a _ responsible 
lessee for a term exceeding the loan. 
Occupancy by owner not required in 
warehouse, loft building, or work shop. 

Size of lot: not less than 50 x 150 feet. 
Street must be improved with asphalt 
or cement surface, with cement curbs, 
sidewalks and public utility service. 


It is desirable to avoid tying up too 
much money in large single loans. They 
tend to limit lending activity; in the 
event of foreclosures the properties are 
difficult to move. A larger number of 
individual loans tends to diversity, with 
corresponding reduction of risk. It is 
desirable also to reduce the likelihood 
of foreclosures, and this can best be done 
by keeping down the size of loans. And, 
finally, if loans are limited sharply in 
relation to appraisals, the salability of 
property which must be foreclosed is 
greatly increased. 

The figures which are suggested later 
in this discussion as limits of amounts 
to be loaned and as the ratio between 
loan and appraisal are in considerable 
measure arbitrary. They aim merely to 
serve the general purpose of conserva- 


Neighborhood business property is sub- 
ject to wide rises and falls in value 
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| April ten new indus- | 


Industrial District, and ten existing 
industries announced expansions 


HARDY SALT COMPANY, FT. 
tries located in the St. Louis | W. Hardy, president, formerly at 

132 Dock Street, has moved to 4200 
| Forest Park Bou 


will be manufactured 


adress. 


| 


1, where 


1933 


; : in the plant t the former floor space is now oc- 
of Beatrice Mabie. Ine., at the same 


cupied. “The company specializes 
in theatrical and commercial pos 
ters for outdoor advertising 


The author suggests, for industrial property, monthly amortization of not less than 2 per cent, including interest 


tive lending which is so very desirable. 

The size of the lending bank, the 
activity of demand for loans, the type 
of properties offered for loans, the size 
of the community and its commercial 
and industrial activities, and other fac- 
tors will serve to modify them. 


AMORTIZATION 


DEPRECIATION is inevitable in any 
building. The lender should be protected 
against this by a partial amortization 
of his loan. More important still, this 
amortization tends to liquefy the loan, 
makes repayment easier for the bor- 
rower, places him in position to refinance 
if necessary at maturity, and leaves the 
lender—if he must foreclose—in posses- 
sion of the property at a figure which 
permits readier sale. 

The amortization plan also keeps the 
note constantly before the attention of 
the bank. Delay or failure of the bor- 
rower in monthly payments immediately 
serves as a danger signal; it provides 
opportunity for steps which might be 
too late to benefit either borrower or 
lender if the weak condition of the loan 
does not become evident until maturity. 


A still further, and not inconsiderable, 
advantage of the amortization plan is 
that it provides a steady and dependable 
in-flow of funds for re-lending. 

The suggested rates of amortization, 
which follow, vary on different types of 
property. The variations reflect, in the 
main, the different estimates placed on 
salability of the properties or the prob- 
lems involved in their operation in the 
event of foreclosures. 

In the following groups are combined 
suggestions both as to amounts of loans 
and amortization rates. 

Residence Property. Loan, $7,500. 
Loan not to exceed 45 per cent of ap- 
praisal. Appraisal to include the amount 
of assessments and/or improvement 
bonds. Utility depreciation is inevitable. 
Property reappraised as early as one 
year after a loan will show such shrink- 
age in value that a 50 per cent loan 
would no longer qualify, particularly if 
there were any failure to amortize regu- 
larly. Monthly amortization not less 
than 1 per cent, including interest. This 
would reduce a three-year loan approxi- 
mately 20 per cent at its maturity. 

Residence Income Property. Loans: 


apartment house, $30,000; flats, $15,- 
000; courts, $15,000; double two-story 
houses, $7,000; double bungalows, 
$5,000. Percentage of loan to appraisal 
not to exceed 30 per cent. Appraised 
value to include payment in full of all 
street work and other public improve- 
ments. 

Monthly amortization not less than 
2 per cent, including interest. If normal 
income is not sufficient to meet these 
payments, borrower must have free in- 
come from other sources. 

Business Property. Loan must not ex- 
ceed 30 per cent of appraised value. 
Appraisal to include payment in full of 
all street work and other public im- 
provements. Monthly amortization of 
not less than 1 per cent, including inter- 
est. 

Industrial Property. Maximum loan 
$25,000. Loan not to exceed 30 per cent 
of appraised value. Appraisal to include 
payment in full of all street work and 
other public improvements. 

Monthly amortization of not less than 
2 per cent, including interest. 

Farm Property. The same apply on 
farm (CONTINUED ON NEXT PAGE) 


FAIRCHILD AERIAL SURVEYS, INC. 


There must be a difference necessarily between the attitude of the country bank and the city bank on farm loans 
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(CONTINUED FROM PRECEDING PAGE) 
property that apply on other properties. 
Some specific considerations, however, 
concern farm properties alone, and there 
must necessarily be a difference between 
the attitude of the country bank and the 
city bank on this type of loan. 

Financial responsibility of the bor- 
rower will be a first consideration. A 
financial statement will be required. 
Personal qualifications of the borrower 
will also be considered, since he must 
be in actual possession of and living on 
the property in order to make the loan 
desirable. And, in order that the prop- 
erty qualify for a loan the following 
conditions are to be imposed: 

1. Soil, irrigation and its cost, drain- 
age, topography, productivity, suitabil- 
ity of crop location, climatic conditions, 
frost damage protection, transportation 
facilities, school facilities, age of trees 
and vines, annual output of crops and 
their value, and farm equipment are to 


When a Country 
Bank Buys Bonds 


(CONTINUED FROM PAGE 32) 
enable him to do a little better, but they 
will be rare if he maintains quality. 

Current earnings will undoubtedly be 
lowered if these principles are followed, 
but there will be fewer and smaller losses 
to write off. The country banker should 
make his money in the field he knows 
best, loans to customers. 

In deciding upon the size of his sec- 
ondary reserve, the banker will do well 
to remember that savings deposits left 
the bank just as fast as checking de- 
posits did in the recent crisis. Hence, 
despite the fact that they are regularly 
far steadier, it might be well to take at 
least 25 per cent of savings, instead of 
the 10 per cent suggested here, in cal- 
culating the size of the secondary re- 
serve. 

The secondary reserve of the small 
bank should have at least one-half of 
its funds in Government bonds. 

It is most important, however, that 
all bonds other than Governments be 
diversified as to maturity. After the ac- 
count is once set up, a better yield can 
be obtained through the continual pur- 
chase of five-year maturities to replace 
those issues which have just been paid 
off. In other words, one-fifth of your 
corporation and municipal securities 
should mature each year and should be 
replaced with five-year bonds. 


be considered with the very greatest care. 

2. Area of land to be not less than 10 
acres. 

3. No loans to be made on vacant 
land. 

4, Water stock must be pledged with 
loan. If the property be irrigated from 
an individually owned well or wells, en- 
tire ownership of the well must be vested 
in the borrower. Pump and equipment 
must be free of debt and under chattel 
mortgage with the lender. Chattel mort- 
gage must be required also upon the 
farming equipment, to increase salabil- 
ity in the event of foreclosure and to 
permit operation without investment in 
new equipment in the event of fore- 
closure. 

5. No loan should be made in excess 
of one-third of the appraised value of 
the property, nor in any case should 
loans be made in excess of a schedule 
such as this: citrus trees, $350 per acre; 
deciduous trees, $125 per acre; walnut 


The small bank should buy no bonds 
whose security is too complicated to be 
understood. In this classification are 
foreign government bonds and most 
holding company bonds. It is difficult 
for a man in Columbia, Missouri, to get 
a comprehensive grasp of the fiscal situ- 
ation in the Argentine Republic. 

The conservative banker never per- 
mits a high rate to lure him away from 
quality. The highest grade bonds have 
suffered least in this depression, and in 
the long run it is more profitable to buy 
the best of each type of security. The 
collapse in railroad bonds has scarcely 
affected the strongest equipment trust 


NOW, OF COURSE IF YOU'D RATHER NOT PULL IT 
YOURSELF —— 


DING IN THE NEW YORK HERALD TRIBUNE 
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trees, $200 per acre; alfalfa, $50 per 
acre; truck gardens, $50 per acre; vines, 
$75 per acre. 

6. Irrigation or reclamation district 
debt must be subtracted from appraisal 
and the loan based on net valuation. 

7. Annual amortization in the amount 
of one-tenth of the loan should be re- 
quired. Loans may be made for a period 
of five years. 

City banks lending on farm properties 
should provide for semi-annual exami- 
nation of citrus properties, and a yearly 
examination of other crops. Country 
banks, because of nearness to proper- 
ties, will be able to watch crop con- 
ditions. 

Neither the loan limits nor the amor- 
tization requirements suggested here are 
liberal. They are intended to provide 
safety for the bank. Less exacting re- 
quirements might, with some degree of 
safety, be set by country banks than by 
city banks. 


notes, and this may also be said-of other 
types of high grade short-term bonds. 
It is wise to maintain a reserve against 
bond losses if only for the purpose of 
levelling out earnings. It is suggested 
that any bond interest earned over 4 
per cent (and there will be times when 
high rates make this possible) be credit- 
ed until it amounts to 10 per cent of the 
holdings other than Governments. 


Canada’s Banks 


(CONTINUED FROM PAGE 31) 
recent years the percentage figures for 
the United States have been growing per- 
ceptibly greater in comparison with the 
Canadian figures. 

Time deposits, including postal 
savings in the case of banks in this 
country. Changes in dollar amounts are 
portrayed in Chart 4. The information 
contained there is interesting and prob- 
ably significant. In the first place it is 
noticeable that time deposits in Cana- 
dian banks have grown much less rap- 
idly since 1922 than is the case for all 
banks in the United States. The amount 
of such funds to be cared for increased 
from $676,000,000 in 1914 to $8,700,- 
000,000 in early 1930. In other words, 
they were multiplied over 12 times. In 
the face of this situation it is quite easy 
to understand how these individuals 
came to give more and more attention 
to the investment aspects of their busi- 
ness, no doubt in some cases at the ex- 
pense of commercial banking. 


i 
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ANDREW MILLS, JR. 


A Central Bank | 
for Mutual Banks 


O MAKE possible the lifting of re- | 

strictions on withdrawals which 
have been in existence since the bank 
holiday, and to enjoy the rediscount 
privileges of the Federal Reserve Sys- | 
tem granted by the new Banking Act, 
the mutual savings banks in the state 
of New York have just chartered a new 
central institution to be known as the 
Savings Banks Trust Company. 

Temporary officers include Andrew 
Mills, Jr., president, Dry Dock Savings 
Bank, as president; David A. Lanman, 
president, Brooklyn Savings Bank, as 
vice-president, and Cornelius R. Agnew, 
vice-president, Franklin Savings Bank, 
as treasurer. 

This institution, with a prospective 
capitalization of $107,500,000, has al- 
ready been subscribed to by 125 of the 
140 mutual banks in the state, and the 
remainder are expected to participate 
as soon as their boards can pass upon 
the plan. Through Federal Reserve 
membership it will be able to rediscount 
to the limit of its capital for the bene- 
fit of any member banks whenever need 
arises for the use of these facilities. If 
this central bank accepts no deposits, 
moreover, the deposit guaranty assess- 
ments required of member banks after 
January 1, 1934, under the terms of the 
new Banking Act, may be avoided. 

As an auxiliary to the Savings Banks 
Trust Company, there was also formed 
the Institutional Securities Corporation, 


A new day dawns. Alert, confident, deter- 


mined, the nation moves forward. The 
entire structure of business is undergoing 
a change—thereby demanding changes in 
insurance coverage. Consult your agent 
or broker. Let him provide the coverage 
you need—written by a sound, dependable, 


progressive company like the F. & G. Fire. 


F & G 


FIDELITY 


AND GUARANTY 


FIRE 


FIRE CORPORATION 


affiliated with 


USF&G 


UNITED STATES FIDELITY 


AND GUARANTY COMPANY 


Home Offices: BALTIMORE, MARYLAND 


which will buy and sell mortgages 
owned by participating mutual banks, 
with a capital of $10,000,000. Arrange- 
ments with the Reconstruction Finance 
Corporation make available up to $100,- 
000,000 for the financing of mortgages. 
Both organizations have been approved 
by the banking board and the superin- 
tendent of banks, and have been char- 
tered under the advice of Governor Black 
of the Federal Reserve Board and 
Chairman Jesse Jones of the R.F.C. 
Thus has been brought to successful 
realization the continued efforts of the 
savings bankers of the state to develop 
a plan of self-help which would make 
possible the continuation of a generous 


attitude toward distressed borrowers 
and at the same time do away with 
restrictions on withdrawals. 

While there is little expectation of 
the development of a situation which 
might make necessary the use of these 
facilities, they assure a constant liquid- 
ity and an added protection against any 
embarrassment which might come from 
a flood of withdrawals for speculative 
purposes in a period when interest in 
stock market activities is at a height. 

This action is another exemplifica- 
tion of the benefit of group action in 
meeting a complicated problem, and 
offers interesting possibilities for bank- 
ers in every state in the Union. 


| 
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The Appliance Dealer 


... Ally, Not Competitor of the 


Public Utility 


The policy of Associated operating com- 
panies is to cooperate with appliance 
dealers in selling electric and gas appli- 


ances. As a result— 


More appliances are sold. 


Symbol of cooperation with 
dealers used in Associated 
appliance advertisements 


Customers enjoy greater home conveniences and savings. The 


addition of new appliances by customers results in most cases 


in a lower average rate for total Electricity and Gas consumed. 


By means of cooperative cam- 
paigns and promotion with co- 
ordinated advertising and displays, 
customers are made to realize that 
it is to their advantage to make 
more complete use of the modern 
electric and gas conveniences. 

The part played by dealers 
in selling appliances to cus- 


tomers is shown by 1932 figures. 
Of the $10,664,700 estimated 
purchases of electric appliances 
by Associated customers during 
that year, it is estimated that 83% 
was sold by dealers. 

Of the $991,700 sales of gas 

appliances, it is estimated 

50% was sold by dealers. 


Associated Gas & Electric System 
61 Broadway, New York 


1 Bank 


(CONTINUED FROM PAGE 49) 


to say, however, that had they been 
appointed even by the banker-elected 
directors of the 12 Federal Reserve 
banks themselves, perhaps their action 
would have been no different. For the 
record of nearly all bankers in those 
credulous bonanza days of unlimited 
security financing was fully as bad if 
not worse. Nevertheless the error of the 
Federal Reserve Board only confirms 
the postulate that the wisdom of Gov- 
ernment officials is no more infallible 
than that of the private citizenry from 
which they spring. 


There is one important reason per- 
haps why we have no real precedent of 
a successful wholly Governmentally 
owned and operated commercial bank 
of deposit and discount (the two Banks 
of the United States were always at 
least four-fifths privately owned). That 
is because there is virtually no way, in 
an organization which is essentially and 
unavoidably bureaucratic in structure 
and operation, to divorce credit from 
capital banking in the matter of secur- 
ity required. 

Should the Government run deposit 
banking as it runs the Post Office—and 
it would virtually have to—it would 
necessarily be run by laws and riles, 
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by appointed agents, political favorites, 
job seekers and job holders. Very few 
Government officials dare take the initi- 


| ative or assume responsibility. Practi- 


cally everything is deferred to higher- 
ups, to established precedent. 

Unless loans were to be doles at the 
hands of the taxpayers, the rule book 
of the Government bank would be 
obliged to say “You must incur no 
losses”. Well enough; no bank should 
suffer losses in theory. But in practice 
they do and it cannot be otherwise, un- 
less they are to be mere warehouses for 


| money, mere bailees for hire or hoard- 


ing places for hoarders. Of course with 
that form of banking the rule there 


| would be little business in the modern 


sense of the word. 

A test of the purity of character of a 
credit transaction is to determine wheth- 
er or not the commodity or service fi- 
nanced is always in process of sale. If 
it is not, the line of demarkation be- 


| tween a liquid credit transaction and a 


more or less fixed capital investment 
becomes perilously dim. Therefore, if 


‘the Government’s rules for the exten- 


sion of commercial credit were to be 
inviolably correct in principle and prac- 


| tice, the Government bankers would 
_ have to forecast to the end of the trail 
| all advances, for fear of improper use. 


Certified Political 
Accountancy 


(CONTINUED FROM PAGE 13) 
use $84,000,000 for modernizing shore 
stations. 

The ordinary appropriations for the 
Army establishment were reduced in a 
manner to threaten the positions of 
thousands of officers, men and civilian 


| employees. The public works fund will 
_be used to provide for the expenditure 


of from $50,000,000 to $135,000,000 for 


“new army housing and for improve- 


ments for air corps stations and national 
cemetries according to the plan. 

There is no occasion for considering 
these shifts in appropriations or the 
general budget situation in a critical 
light since they are probably the best 
that can be made, once it is admitted 
that the entire recovery program of the 
Government is necessary and justified. 
The point to be noted is that by what- 
ever name they may be known they 
involve expenditures by the Government 
which must be met sooner or later by 
the taxpayers of the country. 

At the end of the fiscal year the public 
debt of the United States was $22,539,- 
000,000, or within four billion dollars of 
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the peak of $26,596,701,648 in August, 
1919, when the cost of the World War 
was at its height. The deficit, capital 
expenditure, extraordinary budget— 
call it what you will—of the current 
national program bids fair to raise the 
total debt to the post-war level. 
Justification for all this expenditure 
will be found only in the success of the 
recovery program. If the latter fails it 
will be just too bad. If it succeeds it 
will be worth the price. In any event the 
country in its next period of prosperity 
will devote its surplus revenue, as it did 
in its last days of prosperity, to liquidat- 
ing this new form of war debt. In what- 
ever form the recovery program is 


financed—by bonds, greenbacks, devalu- | 


ation of the dollar or otherwise—the 
country will pay. These great expendi- 
tures represent debt and debt cannot 
be dodged. 


Direction 


EEP your directors thoroughly in- | 
formed as to the status of deposits | 


and business of your bank as compared 


with that of competing banks. This | 


information should be a great incentive 
for them to be on the lookout for new 
business. One of the best ways to pre- 
sent these facts is by means of a chart 
or graphic representation to be shown 
to the directors at least every two 
months, or after every call statement. 


One bank executive prepared a circle | 


divided into sectors, each representing 
the proportionate amount of deposits 


held by each bank in the city. He also | 
got up a similar diagram showing the | 
proportionate gain in resources of all | 


local banks for a series of months. 

In a bank in a certain city of about 
100,000 population, the board of di- 
rectors at each meeting receives com- 
plete information about all accounts 
brought in by directors since the last 
meeting. In some cases after this has 
been done, other directors within the 
next few days have brought in two or 
more accounts, having been inspired by 
the previous report. Keeping up such a 
friendly rivalry may be a good solution 
of a difficult problem—getting directors 
to do their best to promote the growth 
of their institution. 

Ask your directors to send you a list 
of concerns and individuals whose busi- 
ness it would be profitable for the bank 
to have. A blank form should be given 
them to fill out, and a stamped reply 
envelope to put it in. When you have 
compiled a list of prospects whose busi- 
ness you want, ask each director to run 


Hands Across 


the Continent 


True instances from the logbook of 
Maryland Casualty Nationwide Service 


Assured from Warren, Penna., auto- 
mobile accident in Newark, N. J. 
Our 
promptness in giving his bail bond 
and in releasing the attachment on 
his car, according to his own esti- 
mate, saved him $200 to $300. 


Arrested and car attached. 


Car Skidded into boulder halfway 
between Yellowstone Park and Cody, 
Wyoming. The three New Jersey 
school teacher tourists involved, 
wired: “Can you help us? Car must 
be repaired immediately and doctor 
here paid.” Within a few hours a 
Maryland Casualty representative 
was at the scene taking depositions, 
caring for first aid bills and car re- 
pairs. This prompt, efficient service 
at a remote spot permitted the as- 
sured to continue trip at once and 
relieved them of bills which would 
have depleted their slender funds 
and force abandoning of vacation. 


maryYLanp 


COMPANY 


e 


F.HIGHLANDS BuRNS 


over the names, and tell you the per- 
sons or concerns he knows personally. 
Then write each prospect a letter, either 
on the bank’s or the director’s own let- 
terhead, and have him sign it. This has 
brought new business for some banks 
that have tried the plan. 

Other banks have taken one line of 
business at a time, and made up a list 
of prospects of concerns not already 
customers of the bank. They have taken 
it to the director who is in that particu- 
lar line of business, gone over it with 
him for suggestions as to how best to 
get into contact with the account. Defi- 
nite assignments to directors having 
some point of contact with certain pros- 


CASUALTY INSURANCE SURETY BONDS 


Circus Truck ran over a North 
Carolina negro boy. Truck was 
carrying lighting plant of the circus. 
We not only prevented attachment 
of the truck and lighting plant, but 
later released a $20,000 attachment 
on the entire show when a suit was 


brought for the death of the boy. 


New York Assured at week-end 
party in Georgia, volunteered to 
bring two of the guests back to town. 
The accident injured badly the two 
guests and the assured. Before the 
latter could even have his injuries 
dressed, an attachment was placed 
by his guests on his expensive car. 
Our agent learned from the service 
card that the assured had a Mary- 
land Casualty policy and secured re- 
lease of car at once. 


Always say: “We want our protection 
through the Maryland Casualty Com- 
pany.” It means something. 


CASUALTY 
-BALTIMORE 


PRESIDENT 


pects usually work out well. If you give 
a director something definite to do, 
usually he will be glad to do it. 

The directors of your institution are 
the first group of men who should be 
approached in new business efforts for 
the trust department. A strenuous effort 
should be made to induce each director 
who has not already done so to make his 
will and name the bank as his executor 
and trustee. It is embarrassing to have 
to try to explain to prospective clients 
why a director failed to name his own 
bank as his executor and trustee. 

One particularly aggressive bank 
keeps a car handy for almost daily calls 
on stockholders and directors. 
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Tris is the first published statement of 
condition of The National Bank of Detroit — 
which was established on March 24, 1933. 


As of the close of business June 30th, 1933 


RESOURCES 


Cash on Hand and Due from Other 
Banks . $ 43,867,952.62 
United States Govern- 
ment Securities 54,843,139.61 


Bonds other than U. S. Government . 
Stock in Federal Reserve Bank. 

Loans and Discounts . 

Overdrafts . 
Accrued Interest Receiv able—Net . 
Customers’ Liability under Acceptances 


TOTAL RESOURCES . 
LIABILITIES 


Deposits — Commercial, Bank and 
Savings . . $150,360,667.39 
Public Deposits secured 
by pledge of U. S. 
Government Bonds: 
Treasurer — State 
of Michigan . 
U. S. Government 
Other Public Funds 
TOTAL DEPOSITS 


Bills Payable and Rediscounts ; 
Capital, Surplus and Undivided Profits 
Reserve for Expenses and Dividends 
Liability under Acceptances 


$98,711,092.23 
3,141,619.65 
675,000.00 
77,637,585.28 
11,718.80 
887,891.75 
3,540.00 


$181,068,447.71 


1,277,998.04 

3,808,245.12 

172,723.81 
$155,619,634.36 
None 
25,207,199.05 
238,074.30 
3,540.00 


TOTAL LIABILITIES 


$181,068,447.71 


The 


NATIONAL BANK 


OF DETROIT 


Employee Advancement 


MERICAN banking takes a justified 
pride in its long record of furnish- 
ing unusual opportunities for advance- 
ment to its employees. In executive 
positions in almost every institution in 
the country are men or women whose 
bank careers began with minor clerical 
tasks, and whose records are proof 
positive of the recognition accorded to 
ability and assiduity in the banking 
business. 
The problem of detecting and reward- 


ing merit was a simple one when banks 
were small and everyone was under 
the eyes of the senior executive; but, 
with the growth of banking, and the 
need for departmentalization, new fac- 
tors are involved which require careful 
study if morale is to be maintained and 
latent executive abilities given their 
chance to develop. 

The department head is not worth his 
salt who does not wish to keep his own 
work at a very maximum of efficiency 
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and can hardly be expected to look with 
favor upon an idea that might cost him 
his best men or women, yet unless some 
method can be found for placing such 
employees in position to advance, not 
alone in earning power but into spheres 
of broader usefulness, the institution 
must inevitably suffer. 

To meet this situation, certain banks 
have developed a rating system, by 
means of which it is possible for the 
senior officer to keep a line on the ac- 
complishments of every employee of 
promise, and have a running record of 
his aptitudes and progress. A simple 
card record is established which shows 
the name and family connections of 
such employees, traces their work from 
the date of original employment, and 
supplies any other data which might be 
useful in determining their qualifica- 
tions for a position of greater responsi- 
bility, or their entitlement to increased 
compensation. 

When openings develop, a committee 
of junior officers utilizes this informa- 
tion to select a list of those worthy of 
recommendation, which list is then 
passed along to a senior committee that 
makes further eliminations and submits 
its more specific findings to the execu- 
tive or board with whom a final choice 
rests. 


VARIOUS METHODS 


IN other banks, methods for the trans- 
fer of promising employees from de- 
partment to department are in opera- 
tion, with the treble idea of bringing 
out unsuspected talents, getting the 
opinions of various department heads as 
to their qualifications for higher posi- 
tions, and broadening the opportunity 
for well rounded bank experience. 
Complex though human nature is, 
everyone is alike in expecting suitable 


| recognition for diligence, ability and in- 
| telligent application, and morale de- 


pends largely upon employee-belief in a 
bank’s recognition of merit and its pol- 
icy of advancing those worthy of ad- 
vancement. 

The knitting together of an efficient 
banking organization is not the work 
of a day or a month or a year, but a 
slow, continuous process requiring the 
best study of every bank official. The 
progressive bank is not comprised of a 
series of departments, each concentrat- 
ing on its own narrow interests, but of 
one cohesive group, working whole- 
heartedly for the success of the entire 
institution. Such a staff is impossible 
unless there is a system for the recogni- 
tion by the management of ability, and 
adequate reward for merit. 
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Auditor’s 
Monthly 
Checklist 


HE Bank Management Commission 


of the American Bankers Associa- | 
tion has compiled this list of 48 items | 
which require attention once each month. | 


Reconcile ‘“Due-from-Bank” 
checking balances to daily statement. 

Reconcile “Federal Reserve Bank” ac- 
count. 

Reconcile ‘Due-to-Bank” accounts, 
checking balances to daily statement. 


accounts, 


In reconciling ‘“Due-to-Bank” accounts | 


check all outstanding remittances to cen- 


tral department blotters to determine that | 
they were received subsequent to audit 


date. 


List trial balance of outstanding remit- | 


tances in transit. 

Count cash and cash items. 

Audit clearinghouse exchanges by add- 
ing clearings of one night to the mail clear- 


ings of the following morning and compare | 


with clearinghouse settlement sheet. 

List trial of securities ledger. 

List trial of notes and note ledger, at 
which time inspect all notes for initials of 
vice-president or cashier. 

List trial balance of all 
ledgers. 

List trial balance of inactive individual 
ledger. 

List outstanding cashier checks, demand 
and time certificates of deposit, certified 
checks, expense vouchers and dividends un- 
paid. 

List trial balance of savings ledger. 

List trial balance of inactive savings 
ledger. 

Check interest paid to bank accounts 
and individual accounts. 

Check bank and individual account in- 
terest paid to accrual accounting records. 

Compare bills payable advices from Fed- 
eral Reserve bank with general ledger en- 
tries to “Bills Payable” account. 

Check bills payable interest, making use 
of Federal Reserve bank advices. 

Check bills payable interest paid with 
accrual accounting records. 

Check Reserve deficiency interest against 
Teport of average excesses and deficiencies, 
and Federal Reserve bank advices. 

Audit salaries paid as receipted for in 
Payroll book. 

Make report of cash differences to vice- 
president. 

Check credits to “U. S. Tax” account, by 
reference to working sheets for individual 
accounts, draft audit sheets for cashier 
checks, etc., and duplicate rent receipts for 
safe deposit rents. 

Check bank balance interest credits with 
advices of credit. 

Check bank account interest received 
with accrual accounting records. 

Check overdraft interest credits with 
Overdraft statements. 

Check cash collection interest credits 


individual 


* 


HE Northern Trust Company extends a cordial 

invitation to all bankers visiting “A Century of 
Progress Exposition” to call and see the recent im- 
provementsin The Northern Trust Company build- 
ing. Officers and personnel place their time at your 
disposal. They will be glad to take you into what- 
ever of the banking or trust operation may be of 


interest to you. 


NORTHWEST CORNER LA SALLE AND MONROE STREETS 
CHICAGO 


* 


with subsidiary ledger. 

Check entries for service charge on sav- 
ings accounts. 

Check service charge on telegraphic 
transfers from duplicate transfer forms to 
general ledger entries. 

Check individual checking account ser- 
vice charge entries. 

Check the Profit and Loss report to- 
gether with the supporting schedules, which 
are made a part of this report. 

Prepare and mail postal savings account 
report to Government. 

Compare “Circulation” account entries 
with Government advices. 

Compare general book dates of new cir- 
culation notes received with registered mail 
receipt book dates. 

Check entries to reserve accounts with 
offsetting entries to nominal accounts. 


Check purchase invoices paid against 
requisitions. 

Check security purchase entries with in- 
voices or other reliable information. 

Check security maturity entries with 
security records of cost. 

Check security sales entries with cor- 
respondence between purchaser and bank 
officials, or by personal verification with 
purchaser. 

Check loan recovery memorandums, re- 
ceived from cashier, to general books. 

Check other real estate rent receipt 
memorandums, received from cashier, to 
general books. 

Check signatures of two-days’ savings 
withdrawals. 

Cross-check two-days’ business of collec- 
tion teller, and follow through to general 
book accounts. 


= 
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TRUST COMPANY 


Distributed by 
Administrative and Research 
Cor poration 


Through a National Group of 
Investment Houses and Banks 


Prospectus may be obtained upon request to 


Administrative and Research Corporation, 15 


Exchange Place, Jersey City, N. J., or author- 


ized dealers. 


The Reserve Board’s 
Difficult Assignment 


(CONTINUED FROM PAGE 12) 


respecting withdrawal or repayment or 
subject to different conditions by reason 
of locations.” 

The Monthly Review of the Federal 
Reserve Bank of New York for July 1 
states that the passage by Congress of 
the Banking Act of 1933 was probably 
the most important influence upon the 
money market during June, and adds 
that the provision which had the most 
immediate effect on New York City 
banks was that which prohibits the pay- 
ment of interest on demand deposits. 
“In the week ended June 21, the week 
in which the Banking Act was signed, 
the net demand deposits of the prin- 
cipal New York banks declined nearly 
$350,000,000, and in the following week 
there was a further decline of nearly 
$100,000,000.” 

A large part of this reduction was 
in the New York balances of out-of- 
town banks. “Coincident with the re- 
duction in demand deposits in the week 
ended June 21, there was a moderate 
increase in the time deposits of the New 
York banks, which during the past few 
months had tended to decline grad- 
ually.” This transfer of funds from de- 
mand to time deposits was met by a 
reduction in interest on time deposits 
by the clearinghouse from one-half of 
one per cent to one-quarter of one per 
cent, effective on June 22, probably a 
more drastic reduction than anything 
that would have been ordered by the 
Federal Reserve Board. Some of the 


financial writers have pointed out that 
the increase of time deposits with less 
reserve requirements is “an unexpected- 
ly important contribution to the cause 
of inflation and expansion of bank 
credit,” but the banks had such large 
excess reserves before this shift that the 
increase in their potential expansion 
powers is of no immediate consequence. 

The section, creating a Federal Open 
Market Committee provided that no 
Federal Reserve bank shall engage in 
open market operations except in ac- 
cordance with regulations adopted by 
the Federal Reserve Board, confirms 
powers already exercised by the Board, 
and the section which provides that no 
officer of any Federal Reserve bank 
“shall conduct negotiations of any kind 
with the officers or representatives of 
any foreign bank or banker without 
first obtaining the permission of the 
Federal Reserve Board,” will remove a 
source of some criticism and friction. 


This is obviously intended to prevent 


the Federal Reserve Bank of New York 
from entering into negotiations of any 
kind with foreign central banks. Of 
course, no Federal Reserve bank ever 
has had authority to enter into formal 
negotiations with any foreign central 
bank and it is my belief that this whole 
matter has been much exaggerated. 

In Sec. 30 the Board is given power 
to order the removal of officers and di- 
rectors of member banks who have been 
certified to the Board by the Comp- 
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troller of the Currency or a Federal Re. 
serve Agent as having continued to vio. 
late bank laws or who have continued 
“unsafe and unsound practices” in con- 
ducting the banking business. There was 
originally a good deal of opposition to 
this section, and the fact that it includes 
the power of removal for “unsafe or 
unsound” practices as well as for viola- 
tion of law, gives it a certain vagueness 
and apparently gives the Board or the 
Comptroller of the Currency consider. 
able discretion in defining such practices, 
The Reserve Board itself has had 
similar powers of removal with relation 
to officers and directors of Federal Re- 
serve banks since the beginning of the 
System, and they have rarely if ever 
been exercised. In all probability this 
section will merely enable the Comp- 
troller to secure an occasional whole- 
some resignation, the exact reasons for 
which will never be made public. 


PERMIT ISSUANCE 


IN two or three very important sec- 
tions of the Act the Board is authorized 
to issue permits. One of these has ref- 
erence to the control of bank stock hold- 
ing companies or group banking or- 
ganizations which must agree to furnish 
reports and to submit to examination 
by the Comptroller’s office or the Fed- 
eral Reserve authorities and must agree 
to accumulate certain reserves within 
a certain fixed time. Another which is 
found near the end of the Act, provides 
in the words of the report of the Bank- 
ing and Currency Committee of the 
Senate that “no officer or director of a 
member bank shall be an officer, di- 
rector or manager of any institution en- 
gaged primarily in the business of pur- 
chasing, selling or negotiating securi- 
ties, that no member bank shall act as 
a correspondent bank for any such in- 
stitution and that no individual, part- 
nership, corporation or unincorporated 
association shall act as correspondent 
for any member bank, unless a permit 
thereof is issued by the Federal Reserve 
Board. The issuance and revocation of 
any such permit rests with the discre- 
tion of the Board,” which in the lan- 
guage of the Act may issue such permits 
if in its judgment it is “not incompati- 
ble with the public interest.” This is 
somewhat similar to the so-called Kern 
amendment to the Clayton Anti-Trust 
Act which gives the Board authority to 
permit interlocking directorates among 
three banks when “not incompatible 
with the public interest,” and its put- 
pose appears to be to prevent the con- 
trol of commercial banks by investment 
banking houses or brokerage firms. 


AMERICAN BANKERS ASSOCIATION JOURNAL, August 1933 


Estate? 


How Much? 


HEN a man has sufficient confi- 
dence in an institution to name 
it as his executor or trustee, or as both, 
in his will, usually he will not hesitate 
to discuss his financial situation frank- 
ly. A trust prospect can be told in a dip- 
lomatic way that by taking the bank 
into his confidence a testator insures 
its cooperation in planning legitimate 
savings in the matter of inheritance 
taxes, duplicate taxation and estate 
shrinkage. 
When it is not possible to obtain the 
approximate value of an estate in this 
direct way, estimates can be made from 


general knowledge, the credit files and, | 


as far as real estate holdings and mort- 
gages are concerned, from official rec- 
ords and a knowledge of the current 
market. At the present time, of course, 
there would be considerable charging 
off to be done. In many cases, wills are 
signed by persons who have been cus- 
tomers of the bank long enough that 
the officers have a good general idea of 
their financial standing and holdings. 
In the case of life insurance trusts, the 
exact amount can be known from the 
policies on file. 

“In discussing a man’s will or his 
trust,” says one trust officer, “in the 
majority of cases I find that I am able 
to get from the man a rather complete 
picture of his estate and its value. If I 
feel that a client will not welcome di- 
rect questions, I try to obtain the infor- 
mation by discussing income and the 
amount which his estate will produce. 
Whenever I am unable to give a just 
estimate of a man’s worth, I always 
check him carefully with the other 
officers in the bank, and also consult the 
credit file regarding him if he is a client. 
If not, I generally find one or two per- 
sons in the organization who have suffi- 


Take a day out of 


the “float”... 


Air Express saves a whole day in the de- 
livery of bank paper between New York 
and Chicago, while between coasts the 
saving mounts to three days. Proportion- 
ately fast schedules link 85 principal cities 
by air, and supplemental fast rail connec- 
tions reach over 23,000 other Railway 
Express Agency points. Pick-up and de- 
livery service is provided in leading towns. 
A system of hand-to-hand signatures safe- 
guards the transfer of shipments every 
step of the way. Duplicate receipts give a 
definite record of both shipment and de- 
livery. Call the nearest Railway Express 
Agent for new low rates and schedules. 


AIR EXPRESS 


DIVISION OF 


RAILWAY EXPRESS AGENCY 


INCORPORATED 


GMAC SHORT TERM NOTES 


available in limited amounts 
upon request 


GENERAL MoTors 
ACCEPTANCE CORPORATION 


Executive Office -- BRoaDWaAY at 57TH STREET -- New York, N. Y. 


OFFICES 


cient knowledge of his personal affairs 
to give me a fair indication.” 

As to the practical results of estimat- 
ing estates, the consensus of opinion is 
that one of the greatest benefits is the 
opportunity it gives to appraise the 
efficiency of the bank’s new business 
efforts in the trust department. 

The practical benefit of such analysis 
of new trust business is that it gives a 
comprehensive view of the value of the 
new business coming in, and it affords 
an indication of how long it is likely to 
be before the trust department will not 
only carry itself, but add materially to 
the profits of the entire bank. 


| 


IN PRINCIPAL CITIES 


LOWER COSTS ON 
BLANKET BONDS 


Inquiries Invited 


& Go, 
REPRESENTATIVES FOR UNDERWRITERS 
At Lloyd's, London 
FIRST NATIONAL BANK BLDG. 
CHICAGO 


Read the JOURNAL 
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| 
| 
| 
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Well qualified .... 


with every facility for handling the 


business of out-of-town banks or 


bankers. Your account is invited. 


Crry Narionat Bank 


AND TRUST COMPANY of Chicago 


WASHINGTON 
TO START THE 
WHEELS OF YOUR 
INDUSTRY? 


Whether it be in connection with 
conferences on _ industrial codes 
or the administration of the 
$3,300,000,000 Public Works Pro- 
gram, The Willard is your logical 
headquarters—adjacent to 


General Johnson’s Office 
ce of Secretary of the 
Interior Ickes 

Home Loan Bank Hdatrs. 

Farm Loan Board 

Public Works Budget 

datrs. 

Office of Postmaster General 
Farley 

White House Offices 

Railroad Administration 


Ome _ 
WILLARD HOTEL 


“The Residence of Presidents” 
14th and Pennsylvania Ave. 


Washington, D. C. 
H. P. SOMERVILLE, Managing Dir. 


YOUR BOARD 


and the new developments 


This is a time when well-informed direc- 
tors are pillars of strength. 


The Journal has a group subscription 
plan, by means of which your bank can 
supply this magazine, each month, to all 
or selected members of your board. The 
cost is negligible. More than a thousand 
banks are making profitable use of it. Can 
we furnish more details? 


208 South LaSalle Street 


Events and 
Information 


(CONTINUED FROM PAGE 36) 
vention meeting in Chicago as follows: 


ARTICLE VII, SECTION 8 


IN order that the General Counsel of 
the Association may in the future bear 
the same subsidiary relationship to the 
Executive Manager as the Deputy Man- 
agers and other officers and employes 
of the Association, the words, “a Gen- 
eral Counsel” are stricken from the first 
sentence of Article VII, Section 8, of the 
Constitution, bearing the caption, “Of- 
ficers and Employes” so that it will 
then read: 

The Executive Council at the meet- 
ing for organization provided for in 
Section 7 of this Article shall elect 
an Executive Manager and a Treas- 
urer, who shall be coordinate officers. 


ARTICLE VII, SECTION 9 


IN view of the fact that the “Special 
Emergency Reserve Fund” contem- 
plated in Article VII, Section 9, of the 
Constitution has long since been ac- 
cumulated, and the further fact that 
there has been created a “Reserve 
Fund” of substantial amount, the con- 
stitutional provision for the creation of 
“a current and emergency fund” is in- 
operative and unnecessary; therefore, it 
is recommended that the provision for 
creating this fund be stricken from the 
seventh sentence of Section 9, Article 
VII of the Constitution, so that it will 
read as follows: 

It (meaning the Executive Coun- 


cil) shall make appropriations and 
scrutinize the disbursements thereof. 


Public Relations 


IN April, the American Bankers Asgo- 
ciation delegated to the Public Educa- 
tion Commission, under the chairman- 
ship of John H. Puelicher, the prepara- 
tion of material which would be of ser- 
vice to member banks in the promotion 
of a better understanding of banking 
by depositors. 

The cooperation of bank specialists 
in public relations was promptly en- 
listed and a series of eight Conference 
Discussions has now been prepared un- 
der these heads: 


Your Customers and Your Bank 
What Will You Tell Your Customers? 
The New Customer 

Trouble Customers 

Why the American Banking System? 
Your Bank and Other Banks 

Your Bank As a Source of News 
Planning Your Public Relations 


The timely and practical value of 
these discussions to the individual bank 
in meeting one of the most difficult of 
present day problems is obvious, and 
Dr. Harold Stonier, Educational Di- 
rector of the American Bankers Asso- 
ciation, who has been active in the 
preparation of this useful material, will 
supply complete information upon te- 
quests addressed to him at 22 East 40th 
Street, New York. 


Across the Exposition grounds toward 

the Stevens Hotel (circled) and_ the 

Chicago business district on farther to 
the north 


SOIBELMAN 
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Books 


INFLATION? By Irving Fisher. Pub- 
lished by Adelphi Co., New York, 
1933. 104 pages. Price $1.50. 


Prof. Fisher discusses with much 
timeliness our unstable dollar and the 


part it plays in the present monetary | 
hodgepodge. This small volume is well | 
supplied with charts on prices of com- | 
modities and the other economic factors | 


that constitute the author’s theories on 
sound stabilization of the money unit. 
Some of the chapter headings are 


“Sound Money”, “Who and/ or What | 


Is to Blame?”, “Tragedies of the Un- 


stable Dollar’, “Booms and Depres- | 
sions and This Depression”, “Recovery | 


and Permanence’”’. 


LEADERS AND PERIODS OF | 
AMERICAN FINANCE. By Theo- | 
dore J. Grayson. Published by John ' 


Wiley & Sons, Inc., New York, 1932. 
566 pages. Price $4.00. 


In his foreword, Dr. Grayson, pro- 
fessor of finance in the Wharton School, 
University of Pennsylvania, says that 
his controlling purpose in writing the 
volume has been “to show how our 
private finance developed from the firm 
basis of public finance which first arose 
in the brain of Alexander Hamilton, 
and then to describe the gradual evolu- 
tion of American business enterprise 
through the century and a half just 
past.” 

The history of American finance as 
dealt with here begins in the Colonial 
period and ends with Elbert H. Gary 
and “the philosophy of modern busi- 
ness.” The work of living men is not 
included. 


EXTRAORDINARY POPULAR DE- 
LUSIONS AND THE MADNESS 
OF CROWDS. By Charles Mackay, 
with a foreword by Bernard M. 
Baruch. Published by L. C. Page & 
Co., Boston, 1932. 724 pages. Price 
$6.00. 


This is a reprint of the 1852 edition 
of a book first published in 1841. Dele- 
tions from the first edition may be ob- 
tained in pamphlet form for $1. 

Mr. Baruch says that “Mackay is a 
Narrator, not a diagnostician.” While 
no conclusions are drawn in any of the 
material, the stories make fascinating 
reading. Some of those with financial 
implications tell of the Mississippi 
Bubble, the South Sea Bubble and 
Tulipomania. Others describe the mag- 


The Internal Debts 
of the United States 


Edited by Evans Clark 


The ONLY book of its type and the TIMELIEST book published 


in many years. . 


. The first complete survey and analysis of the 


current critical debt situation, compiled by a group of experts 
(each covering his special field), and sponsored by outstanding 


leaders in finance and industry. 


“Important to any one who wishes an intelli- 
gent estimate of our economic situation .. . 
gives a detailed synopsis of the growth of 
various classes of debts and suggests specific 
remedies to ease the strains.”—Financial World 


At all Bookstores .. 


. $4.50 


THE MACMILLAN COMPANY 


60 FIFTH AVENUE, NEW YORK 


netisers, fortune-telling, the Crusades, 
witch mania, haunted houses and duels 
and ordeals. 


FROM CHAOS TO CONTROL. By 
Sir Norman Angell. Published by 


The Century Co., New York, 1933. | 


208 pages. Price $2.00. 


This is the Halley Stewart Lecture, | 


1932. In it the author has offered an- 
swers to such questions as “What is the 


fundamental cause of world chaos? Is | 
it really economic? Can current condi- 
tions be remedied merely by an appli- | 


cation of economic principles?” 


The answer given to the first is that | 


education has not prepared modern 


democracies to understand the nature | 
of a vote-controlled society. Govern- | 
ments are compelled to follow policies | 
that experts know are unsound. Some | 


indication is given of the reforms that 
are necessary. 


VOLUNTARY 
PLANNED PRODUCTION’ IN 
AMERICAN AGRICULTURE. By 
Edward S. Mead and Bernhard Os- 


trolenk. Published by University of | 


Pennsylvania, 1933. Price $1.50. 


Assuming that agriculture should be | 
protected by the privileges that govern | 
other utility-producing industries, an | 
allotment plan is presented whereby the | 


Government will reward the farmer for 
restricting his output to the estimated 


demand by a cash payment to supple- | 


ment the low market price of food, this 
reward in turn to be collected through a 


tax on middlemen who will inevitably | 


pass it on to the consumer. 


ALLOTMENT; | 


n Time! 


In the critical three and one- 
half years just past, Investors 
Syndicate has paid out in ma- 
turities more than $12,000,000. 


In 1930, Maturity payments 
were $3,256,825.47. 


In 1931, Maturity payments 
were $3,699,546.18. 


In 1932, Maturity payments 
were $3,624,690.00. 


In the first six months of 
1933, Maturity payments were 
in excess of $1,700,000.00. 


INVESTORS 
SYNDICATE 


Founded 1894 


Speeches Expertly Prepared 


and promptly mailed for all Occasions and 
Events. Personal Service. No Disappointments. 
Send $3.00 for each 10 minutes you want 
your speech or paper to run. Speakers Li- 
brary Magazine Free for six months with 
each order. 
THE SPEAKERS LIBRARY 

Takoma Park Washington, D. C. 


| 
| 
— 


Half” of 
CALIFORNIA 


The area included within a radius 
of 250 miles from Los Angeles, in 
which Security-First National Bank 
is the largest and leading Bank, 
includes more than a half of the 
population, the wealth, the agri- 
cultural production, the petro- 
leum, the shipping or port busi- 
ness, and the tourist business of 
the State. 


ECURITY-FIRST NATIONAL 
by BANK OF LOS ANGELES 


Capital and Surplus $40,000,000 


This Bank has Branches in principal 
cities and communities from Fresno 
on the North to the Imperial Valley. 
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OHN LAW, whose name will always 
be connected with the disastrous 
Mississippi Bubble, was one of the 
great theoretical economists of the last 
| few hundred years. But because “Beau” 
| Law could not foresee the terrific possi- 
bilities of his theories in the hands of an 
economically ignorant and money hun- 
| gry populace he is now described by 
| many historians as a charlatan, a rogue 
and brigand. 

A Scotsman by birth, Law peddled 
| his economic theories about Europe un- 
| til finally in 1716 he induced the Duke 

of Orleans, regent of France, to sanction 
a bank under the name Law and Com- 
pany. This company, later the Royal 
Bank of France, was so successful that 
the Mississippi Company was formed, 
under Law’s direction, to exploit the re- 
| sources of France’s great territory in 

North America. 
| A frenzy of speculation swept the 


The Mississippi Bubble 


coin in his possession, under pain of 
fine confiscation. Government 
agents and spies almost drove the citi- 
zens to revolution. 

Meanwhile, Mississippi shares had 
fallen rapidly. To restore some sem- 
blance of order, the regent conscripted 
all the poor and unoccupied men in 
Paris, supplied them with picks and 
shovels and sent them off, ostensibly, 
as an army to work the mines and 
forests in America. At the seacoast they 
were quietly turned loose and reappear- 
ed soon after, shovels on shoulders, at 
their old haunts in the Capital. 

In spite of the spasmodic measures 
of the regent and his advisers, recovery 
was left pretty much to take care of 
itself. Law was allowed to leave the 
country, and was able through his 
mathematical accomplishments to gam- 
ble more or less successfully until his 
death a few years later. 


In most of the cities where we have 
Branches, those Branches are the 
largest and leading Banks of their 
respective communities. 


country when the Company’s shares 
were offered publicly. The regent glee- 
fully ordered the printing presses to 


Profits 
On 
Postal Savings 


We have prepared a folder 
outlining a method by which 
Postal Savings Deposits can 
be made more profitable to 
many banks. 


Copies are available upon re- 
quest. 


We invite inquiry on any 
phase of Postal Savings In- 
vestment. 
Address: 
Postal Savings Division 


Kidder, Peabody 
& Co. 


FOUNDED 1865 
Members of New York Stock Exchange 
17 Wall Street 
New York 
115 Devonshire Street 
Boston 


produce more of his money and at the 
same time he devaluated the monetary 
unit. Law had forgotten sound theory, 
parliament was powerless under the re- 
gent and the latter did much as he 
pleased. But the country was enthusias- 
tic about this seeming prosperity and 
wholeheartedly welcomed it after the 
unpopular reign of Louis XIV. 


THE SCENE IN PARIS 


PEOPLE were crushed in the happy 
mobs of investors. Lackeys became rich 
on the amounts the stock appreciated 


between the time their masters sent 
them to market to sell and the time 
they transacted the business. Brokers 
were stabbed as they walked the streets 
with their pockets full of stock and 
money. But Paris had never seen such 
elegance and luxury as successful spec- 
ulators enjoyed. 

Then early in 1720 one nobleman, 
taking advantage of what then was 
much like the present “gold clause’, 
withdrew his money from the bank in 
several cartloads. He was persuaded to 
return part of it, but others followed 
his example. Deflation had set in. 

Gold and silver fled to London and 
Amsterdam, not blessed at the time 
with currency acrobatics or prosperity. 
An edict was published forbidding any- 


one to have more than 500 livres in 


The picture below and the quotation 

from Daniel Defoe given under it are 

taken from an issue of Bankers Maga- 

zine in the 1850's, shortly after Charles 

Mackay’s story of “Beau” Law appear- 
ed in a second edition 
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he 


Advectising 


PUBLIC RELATIONS JOB 


* 


Banks everywhere have been faced with a loss of public 
confidence. They have found that their fate individually 
and collectively is in the hands of their millions of 
depositors. Today, the re-building of this faith is a 
major problem. Can it be done? How? 


To every member of the American Bankers Association 
this question of public relations is a vital, individual 
problem. Perhaps for the first time, public relations is 
universally acknowledged to be an integral part of 
every bank’s activity. 


The first opportunity for a comprehensive discussion of 
the question of Public Relations will be the Convention 
of the Financial Advertisers Association, to be held in 
New York at the Waldorf-Astoria, September 11, 12, 13, 
14. The speakers are men recognized as leaders, thor- 
oughly qualified by experience and achievement. The 
program gives a complete picture of the task and prac- 
tical means of accomplishing objectives. 


Every member of the American Bankers Association is 
invited to attend. Just now there can be no more advan- 
tageous expenditure of time for the bank executive. 
Shape your summer plans so that you can surely be at 
the Waldorf in September. 


Some of the 
Speakers on the General Program 


FRANCIS H. SISSON, President of the American 
Bankers Association, Vice-President of the Guaranty 
Trust Company of New York, will preside at the banquet. 


Colonel ALLAN M. POPE, former President of the 
Investment Bankers Association, President of The First 
of Boston Corporation. Subject: “The Obligation of the 
Investment House to the Public.” 


JOHN H. PUELICHER, former President of the Amer- 
ican Bankers Association, President of the Marshall and 
Ilsley Bank, Milwaukee. Subject: “Place of the Em- 
ployee in Public Relations Work.” 


18th 


FINANCIAL 
PRESTON E. REED, SECRETARY 


ANNUAL CONVENTION — 


AT 


ADVERTISERS 
231 SOUTH LASALLE STREET 


BAYARD F. POPE, Chairman Advisory Committee of 
the Marine Midland Trust Company. Subject: “What 
the Alert Banker Should Expect of His Public Rela- 


tions Man.” 


HENRY BRUERE, President of the Bowery Savings 
Bank. Subject: “A Business Man Comes Into Banking.” 


JAMES L. WALSH, Vice-President, The National Bank 
of Detroit. Subject: “Facing the Factsof Public Distrust.” 


T. R. PRESTON, President of the American National 
Bank, Chattanooga, formerly President of the Ameri- 
can Bankers Association. Subject: “The Public’s Obli- 
gation to the Banks.” 


GUY EMERSON, Vice-President of Bankers Trust 
Company, New York, formerly President Reserve City 


Bankers Association. 


Governor HERBERT H. LEHMAN of New York, 
formerly a partner of Lehman Brothers, investment bank- 
ers, will make an earnest effort to be present. His active 
interest in politics and successful public record indicate 
a firm grasp of the important task of public relations. 


It is expected that two or three other speakers, also of 
national prominence, will address the group. 


Departmental Discussions— Departmental discussions will get 
down to brass tacks on practical details of trust, savings, com- 
mercial banking, investment and public relations programs. 


The Exhibits—Outstanding advertisements of the year will be on 


display. Opportunity will be afforded for discussion with those 
responsible for the creation of this material. 

The Waldorf-Astoria—The new Waldorf is one of the world’s 
fine hotels, an experience in itself. Special rates: single rooms, 
$4.50 and $5.25 per day; double rooms $7.00 and $7.50. The 
Waldorf is located on Park Avenue at Fiftieth Street. 

The Lighter Moments—Monday evening, September 11, a boat 
trip on specially chartered steamer down New York harbor and 
up the Hudson. Dinner and dancing on board. This will be a 
chance to get acquainted. 

On Thursday evening Oscar of the Waldorf will personally 
supervise the banquet. An entertainment program worthy of 
the setting will be provided, with dancing to follow. 


THE WALDORF IN SEPTEMBER 


ASSOCIATION 
CHICAGO 


___ 


VERY bank is concerned with fire 
insurance protection, both directly 
and indirectly. Aside from its own 

institutional uses, attention to fire insurance 
for estate properties is one of the functions 
of the trust department, and in handling 
mortgage loans a bank is interested in safe- 
guarding the collateral back of those loans. 
Ordinarily this interest centers on the mort- 
gagee clause, correct property descriptions 
and the amounts of the policies, but the 
companies themselves must be acceptable 
and their financial standings and records 
must be known to the bank both for its 
own protection and for that of the mort- 
gageors who seldom know one fire com- 
pany from another. Then, too, fire pro- 
tection becomes even a more direct and 
immediate responsibility when properties 
are taken over under assignment of rents 
or deed, and the bank or mortgage com- 
pany becomes the operator or owner. In 
these cases fire insurance alone is not suf- 
ficient and the bank must have other spe- 
cial forms of coverage, such as general 
liability, public liability, elevator liability, 
boiler liability, etc., on each property. 


Fire Insurance 


Know the Companies 


Study the Policies 


The events of the past year, too well 
known to most bankers, have served to 
increase these problems and have made 
necessary closer banking attention to in- 
surance matters. As revealed in interviews 
by the JourNnat, bankers are studying the 
records and financial standings of fire in- 
surance companies, and they are taking 
steps to keep better posted. Some of them 
are studying the insurance already in force 
to eliminate weak companies and weak 
policies and to keep the amounts of the 
policies in line with property values. Others 
are installing adequate insurance record 
systems, or improving those already in use. 
And not a few banks and mortgage com- 
panies are making personnel replacements 
to bring more experienced insurance and 
real estate men into their organizations to 
strengthen those departments. 


ACCEPTABILITY 


QUERIED for the facts to be considered 
in the purchase or acceptance of fire in- 
surance protection, the insurance depart- 
ment manager of one large bank offered 
the following: 

“1. Is the company conservatively man- 


| Nome of Insurance Company 
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COMPANY 


PREMISES 


| Lanca, 


Watch Property Values 
Keep Accurate Records 


aged—(a) as to territory, (b) as to the 
volume of business in proportion to net 
resources, (c) as to investment policy, (d) 
as to the selection, type and geographic 
location of risks, (e) as to economy of 
expenses? 

“2. Does the policy afford adequate pro- 
tection—(a) as to the company insuring, 
(b) as to the coverage obtained, (c) as to 
replacement value under average clause 
(80, 90 or 100 per cent), (d) as to extra 
hazards, (e) as to the mortgagee clause if 
the property is mortgaged? 

“3. What should be looked for in the 
analysis of the statement? (a) Liquidity 
and character of investments, with special 
attention to common stocks and real estate 
holdings. (b) Comparison of gains with 
stockholders’ equity, and comparison of 
profit and loss with earned premiums in the 
underwriting exhibit. (c) Ascertain if the 
loss and expense ratios are normal. (d) 
Compare the relation of capital and surplus 
to the estimated cost of re-insuring or 
carrying to expiration the business in force, 
and to undischarged liabilities. (e) The 
adequacy of reserves to provide payment 
of undischarged liabilities. (f) The ratios 
of losses and expenses to premiums.” 

This banker added that a fire insurance 
company’s assets should be both liquid and 
of sufficient volume to offset liabilities (in- 


Forms used in the Dime Savings Bank 
of Brooklyn under the departmental 
direction of Clinton W. Parker. A 9 x 5 
tab card for each insurance company, 
designated by number, lists the policies, 
mortgage numbers and other data. The 
insurance department card shows the 
specific amounts on each loan with ex- 
pirations and renewals. The expiration 
ledger provides an accurate daily check- 
up on all policies 
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FOR 


RESIDENCE PROPERTIES 


sara. 


of insurance we believe you should carry. 


INSURANCE ANALYSIS 


BUSINESS PROPERTIES 


insurance you now carry. 


insurance we believe you should carry. 


In Column “B” we have checked the forms 


Dwg.: Ever been appraised?... 
Have you made any inventory? 
Garage: Ever been appraised? . 


Possible damage? ... 
Liklibood of explosion? 


Is property ‘adjacent to air fields? ... 
Member of what club? .................. 
Whiat is the value of your jewelry and furs? 


Value? $......... 
Value? $.... 
Type? 


Shall we renew at expiration? . 


-Amount $... 


Value away from residence at any one time? 


Any cars laid up for winter? ..........--.---0-++ 
Any cars now insured by Finance Companies? . 


In Column “A” we have checked the forms of 


In Column “B” we bave checked the forms of 


Has schedule been issued?..... 
Business of assured?.......... 
Names of other tenants?....... 


A | KINDS OF INSURANCE 


Fire—Building 
Seck ..... 
“Machinery ... 
“ Fur. & Fix... 
“ Rents ...... 

Bus. Int. Ind. 


Building ever been appraised 
How does inventory compare with insurance carried ?. 
|| Value of machinery?.................. 
«|| Value of furniture and fixtures 
Rental income of building?......... 
What would assured lose per day if business was stopped on account of fire 


Auto.—Liability Limits.......... 
Prop. Damage Limit.. 


No. of cars owned by assured?... ~All insured ?.............. 
Any cars laid up for winter?..... 
Any cars now insured by Finance Gua 
wolf Shall we renew at expiration?........ 

| Expiration? ...... 


Particulars? .... 


Subject to special rate?..... 


Interior Hold-up.... 
Exterior Hold-up. 
Steam Boilev...... 


These forms, copyrighted by Allan C. Stevens, manager of the insurance department of the Westchester 
Title & Trust Co. of White Plains, N. Y., and president of the Great Eastern Fire Insurance Co., are used 


Copyright, 1928, Allan C. Steveos, White Plains, N. 


Size of building: 
What kind?..... 


Value of contents?........ 


| Amount of cash on hand?... 


es any merchandise sent by’ mail?.. 
Are premises leased? whom 
Is the risk protected by Automatic Sprinklers?.. 
How old is assured?....... Married? 


We shall be glad to have you quote rates on forms of insurance marked with a cross (X)........ 


for surveys and recommendations for additional insurance on residence and business properties. The re- 


cluding capital) and leave a substantial 
surplus which should be maintained in an 
amount at least equal to the paid-in capital. 
“Safety,” he said, “is not necessarily de- 
pendent upon the size of the company in- 
suring, but upon the conservativeness of 
the management with special regard to in- 
vestments, economy of management and 
selection of risks.” 

As to the size of the insuring company, 
this view differs somewhat from that of 
other banks which require minimum capital 
and minimum surplus of $1,000,000 each 
before a company is considered acceptable. 
It is in complete agreement, however, with 
the view of a banker-insurance man who 
came to the defense of the smaller com- 
panies that are well diversified and ably 
managed. The latter stressed percentage of 
liquidity, management, Best’s rating, invest- 
ment policy, class of business accepted and 
risks taken, and membership in recognized 
underwriters’ associations as the chief qual- 
ifications. Companies out of step with the 
associations in the insurance field, he stated, 
may be paying higher than normal rates of 
commission for business or they may be writ- 
ing risks at subnormal rates, and in either 
case they would stand alone in facing dif- 
ficulties. There is no such thing as “cheap” 


verse sides provide for complete records of the policies 


insurance, he added. Companies have made 
money in past years on their investments, 
but only conservative profits on normal busi- 
ness; and hard work, not price, builds a suc- 
cessful insurance company or agency. Care 
should be taken also to avoid a company that 
may have become known among insurance 
men as a dumping ground for poor risks. 


ANALYSIS AND RECORDS 
“KNOW the companies” was the first 


consideration also of a banker recognized 
as an authority on insurance. He urged a 
thorough analysis of investment policies, 
histories, group connections, etc., with a 
word of caution that in a group each com- 
pany should stand on its own merits and 
over-loading of the small companies should 
be avoided. While the large or controlling 
company in a group would probably stand 
back of its subsidiaries in an emergency, 
there would be no legal obligation in- 
volved. Figures should be studied, but 
not depended upon too closely as they 
change quickly. Statistical services covering 
this field were recommended for reference 
use. In his institution a limit of $100,000 
is placed on any one company and any one 
risk based on type and construction. 

As the next step, this banker em- 


phasized the importance of checking the 
insurance now in force. By this process 
some time ago he found one company 
known to be weak but carrying $500,000; 
he wanted to cancel the policies and had 
other companies re-insure; two months 
later the first company failed. Caution must 
be taken in these cases, however, to avoid 
“runs”, to which insurance companies can 
also be subjected. As another step, watch 
real estate values and the changing insur- 
ance amounts under the 80 per cent rule. 
And at all times keep accurate records by 
companies, properties, and expiration dates. 
Still another banker who was form- 
erly in the insurance field emphasized 
a company’s standing with the state insur- 
ance commissioner, capital and surplus 
figures, surplus to policyholders, manage- 
ment (Best’s, 1 or 2), loss paying record 
(this must be “A”), general reputation, 
and the company’s service on endorsements, 
etc. His institution also is guided by its ac- 
ceptable list of fire companies, and limits 
both risks and policies to $100,000. 
Record-keeping and a knowledge of the 
insurance totals in force, surprisingly large 
in many institutions, are alone sufficient to 
impress the importance of the factors dis- 


cussed here. 


— 
=n Owner of Building. 
In Column “A” we have checked the forms | Assured. BY. CODE. 
of insurance you now carry ll 
A KINDS OF INSURANCE B 
Auto—Liability No. of cars owned by assured?........All insured?......Subject to special rate?...... 
“ Prop. Damage Limit ........|......... 
‘We shall be glad to have you quote rates on forms of insurance marked with a CrOsS (X)__----------vvv-vssernenorereeeseeneeeeenenenernnnnnnns | 
Assured or Agents, Oe 
Assured or Agents. 


Real Estate 


Anticipates Inflation 


HERE seems to be a somewhat bet- 
| ter feeling in the real estate market 
in different parts of the country. 
Improved conditions in general business, 
increased employment and rising com- 
modity prices apparently are beginning to 
have their effect on real estate prices. 
One of our major economic prophets 
says: “Real estate is always among the 
last to freeze in a period of depression, 
and, conversely, it always lags in a period 
of recovery. The same general pattern of 
other depressions will be followed in this 
recovery, but as to residential building, 
heavy construction work and a rise in real 


WESTCHESTER APARTMENTS. 


INFLATION 
Inspect. These Choice 


| 
|. LEASE BEFORE 
i 
Westchester ‘Apartments 


estate values, the lag will be less than in 
past depressions.” 

One of the largest life insurance com- 
panies recently raised by 10 per cent its 
sales quotations on farms and homes 
which it has acquired by mortgage fore- 
closure. This is believed to be a significant 
indication of a better time coming for 
real estate. Another is that one important 
savings bank in New York City has with- 
drawn from the market some of its best 
holdings, in the expectation of better 
prices soon. Some of the best properties 
among the assets of the defunct Bank of 
United States in New York are also be- 
ing held for better prices. 

From Boston comes the report that the 
attitude of lending institutions toward 
their loans has changed considerably in 
the past few weeks. This is a good barom- 
eter by which to gauge the prospective 
upswing in the real estate market. It is an 
almost certain guide by which prospective 
buyers may reckon the time to buy. Yes- 
terday, banks were worried by the amount 
of foreclosed property they had on hand. 
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UESTION 
To what extent will 3 
INFLATION affect 


Apartment Rentals? 


Today, they are sitting back again, more 
confidently awaiting the predicted turn in 
the real estate market. 

The Boston Post says: 

“It is easy to understand why any up- 
ward business movement is quickly re- 
flected in the price of real estate. It must be 
remembered that practically all the prop- 
erty offered for sale by lending institu- 
tions has been offered at prices which may 
be termed ‘write-off’ figures. Once hope is 
restored it is reasonable to suppose that 
these figures will be jacked up quickly to 
that point where it would be possible to 
save something on this ‘write-off’. 

“Many instances of such ‘jacked-up’ 
prices have been reported recently by 
brokers—both on sales and on rentals— 
which indicate the trend. One broker left 
the lending institution for which he acts 
as agent with a listing of a home in the 
suburbs for $12,000, only to find that 
when he got back to his office—and before 
he had written his advertisement at all— 
that the bank had changed the price from 
$12,000 to $15,000. 

“Another brdker had a house listed 
which he was authorized to offer for as low 
as $5,200, exclusive of his commission, 
only to find that an offer he received of 
$5,500 would be turned down unless the 
buyer would agree to pay the back taxes 
and would do his own renovating. An- 
other house which was offered a few weeks 
ago for $8,100, was sold for $8,550.” 

A broker who reports a brisk demand 


e 
The advertisement headings on this 


page appeared recently in newspaper 
real estate columns 


for homes in Westchester County, New 
York, says: 

“People are taking advantage of present 
low prices, which show signs of stiffening 
under the influence of higher building 
costs and a shortage of new houses. The 
volume of sales made by our organization 
in June exceeds any one month since April, 
1930, and is five times the volume in June 
of last year.” 

In the entire New York metropolitan 
district a distinct upturn in suburban resi- 
dential sales has been noticeable this sum- 
mer, and reports from other sections of 
the country indicate the start of a similar 
trend. It is thought that one important 
reason for increased activity in home real 
estate is that people are beginning to 
realize that the present great bargain era 
cannot last indefinitely. 

Another straw showing how the real 
estate wind is blowing is the fact that with 


Swimmin 
and Inflation! 


You can take advantage of both here— 


4 Acre Waterfront 


in Westchester 
$25,000 


10 rooms, 3 baths; 2-car garage; 
surrounded by fine estates, 75 large 
trees, near station, schools and shop- 
ping district. 


stock transactions in June breaking all 
records for any corresponding month in 
the history of the New York Stock Ex- 
change, the building shares led all other 
groups in the extent of their price upturn. 
In June, shares of companies having to do 
with the building industry advanced 30.2 
per cent, as compared with an advance of 
13.3 per cent in 100 representative com- 
mon stocks. 

A big factor in this upswing in the 
building group is the great public works 
program of the Federal Government which 
is now getting under way. 


®) 
8 
is? 
| 


$87,928,535 


in 84 Cities for Renovation 


In practically all of the local renovation and modernizing campaigns bankers 
are active workers on the committees and in some cases are leaders in the work. 
In Washington, D. C., bankers were instrumental in the organization of a 
pool to provide funds from which property owners could borrow if necessary 


NE of the most resultful of the 

organized efforts to speed in- 

dustrial recovery and to increase 
employment is the nationwide campaign 
for modernization and renovation of homes 
and other buildings. This is entirely aside 
from the various features of the National 
Industrial Recovery Plan. It is being con- 
ducted largely by local modernizing cam- 
paign committees, though with the assis- 
tance of the Advisory Committee on Re- 
conditioning, Remodeling and Moderniz- 
ing, of the Bureau of Standards, Depart- 
ment of Commerce. 

Property improvement campaigns were 
conducted in 145 cities in the United States 
in 1932, and most of them are continuing 
this year. During 1932 and the first quarter 
of 1933, in 84 of these cities a total of 
$87,928,535 was expended for labor and 
materials, according to reports submitted 
by the local committees. 

One of the most outstanding campaigns 
of this nature is the “Renovize Phila- 
delphia Campaign”, conceived and de- 
veloped by the Philadelphia Federation of 
the Construction Industry. The purpose 
was to relieve unemployment, to stimulate 
business, to stabilize property values and 
to improve the real estate assets of financial 
institutions. It was originally hoped that 
$15,000,000 of additional purchasing power 
would thus be injected into Philadelphia 
business. That goal was readily attained 
and a new goal of $25,000,000 was set. 

Four special features of this successful 
Philadelphia campaign were the coopera- 
tion of local architects and engineers in 
forming a competent staff to furnish pre- 
liminary counsel to property owners; a 
construction bureau of contractors and sub- 
contractors to give advice to property 
owners on estimates and the award of con- 
tracts; seven different sets of check lists 
of suggestions and items to be scanned on 


to carry on renovation projects. 


individual properties and an exposition for 
the specific benefit of home owners to 
show what can be done to repair, remodel 
and restore homes. 

The great present interest in this subject 
was plainly demonstrated by the fact that 
in one day 20,000 persons visited the sec- 
ond annual Building Merchandise Exposi- 
tion in New York. About 65 leading manu- 
facturers and distributors of materials, 
equipment, appliances, devices and supplies 
to be used in building modernization and 
rehabilitation displayed their products to 
visitors representing the owners and man- 
agers of approximately 30,000 investment 
structures. Among the chief exhibits were 
the following: 

A new partition material of asbestos and 
Portland cement which comes in panel 
strips, finished either as fabric, wood ven- 
eer, or in paint. It slips onto steel studs as 
uprights, and can be slipped off just as 
easily for mounting in another place, the 
same pieces being used over and over again 
in shifted partitions; complete electric 
kitchens showing how old apartments may 
be modernized in this manner so attractive 


to housekeepers; the economies of elevator 
renovation with improved automatic con- 
trols and better cars. 

Other exhibits included automatic re- 
frigerators, automatic coal stokers, oil 
burners, corrosion and rust preventives, 
insulation, wall and floor coverings, com- 
position roofing, modern plumbing, etc. 

Among the cities where successful cam- 
paigns have been held are Birmingham, 
Alabama; Phoenix, Arizona; Sacramento, 
California; Detroit, Michigan; Minneapo- 
lis, Minnesota; Rochester, New York; 
Asheville, North Carolina; Columbus and 
Dayton, Ohio; Richmond, Virginia; 
Spokane, Washington; Utica, New York; 
Little Rock, Arkansas; Galesburg, Illinois; 
Duluth, Minnesota; Buffalo, New York; 
Cincinnati, Ohio; Portland, Oregon; and 
Dallas, Texas. That, of course, is by no 
means a complete list. 

A typical home modernizing campaign 
for a smaller city was that of Lincoln, 
Nebraska. 

Its purpose was to solicit every business 
man and every other individual who could 
be reached for the purpose of urging him 


The movement for real estate modernization and improvement is re- 
ceiving the enthusiastic support of bankers, economists and industrial 
leaders throughout the country. They are unanimous in expressing the 
opinion that now is the time to repair and improve. Their attitude is 
well expressed by the president of a leading savings bank in New York, 
who says: “We have an interest in seeing that property is not allowed 
to depreciate. For that reason we have advanced money where assign- 
ments of income property have been made over to us because of the 
inability of the owner to meet his obligations during this period of 
commercial depression. We can not increase the size of the mortgages, 
so we do what is necessary, whether it is to put in new refrigerators, if 
needed, or to renovate and redecorate the property or make alterations 
in the structure that will help to keep up or increase the income be- 
cause the property is thus made more desirable.” 
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The tabulation of the results of the ““Renovize Philadelphia” campaign shows 
that financial institutions in that territory pledged $1,200,000 for work on 
4,000 properties in the case of residences, and $399,500 for work on 130 
business buildings. One of the trust companies analyzed the income from 
residence property it owns or manages and found that the earnings from ren- 
ovized property are from 7 per cent to 10 per cent higher than in the case 
of property upon which no money has been spent for modernization. 


to indicate what he or his firm would be 
willing to do during the following three 
months to create jobs, permanent or tempo- 
rary. 

This campaign asked for no charity but 
was planned to save money for the property 
owner, to relieve unemployment condi- 
tions, to stimulate all lines of business, and 
to allow the worker to pay his bills. It 
was designed to lessen the requirements 
for direct relief funds. 

The plan was sponsored and directed 
jointly by the American Legion, Chamber 
of Commerce, Junior Chamber of Com- 
merce, Community Chest, Commission on 
Stabilization of Employment, Lincoln 
Builders Bureau, Nebraska Manufacturers 
Association, Lincoln Manufacturers As- 
sociation, Lincoln engineers, architects, 
contractors, civic clubs, Veterans of For- 
eign Wars, railroad brotherhoods, city and 
county officials and building trades. 

To secure the cooperation of the press 
and radio facilities in promoting the cam- 
paign, a committee on publicity was 
formed. It also secured cooperation of 
civic clubs, conducted a speakers’ bureau, 
promoted a general educational campaign, 
and circularized property owners, indicat- 
ing that statistics showed that the time was 
most favorable to make needed repairs and 
improvements or to begin new construc- 
tion. 

A committee on technical information, 
made up of engineers, architects and con- 
tractors gave technical advice to commit- 
tees, to the public and individuals, and 


made preliminary surveys of needed public 
and private improvements. Requests for 
this service were filed with the Lincoln 
Builders Bureau. This service was in no 
way designed to provide plans or designs 


which should be provided by individual 


crafts or engineers. 


THE PLAN OF ACTION 
CAMPAIGN committees divided the city 


into districts, secured and directed the 
army of solicitors in calling upon property 
owners and securing signed pledges to ex- 
pend money in repairs, improvements, odd 
jobs and new construction. 

A placement committee directed the 
placement of men in jobs created. The 
municipal employment bureau, where there 
was a list of unemployed, was used as the 
central employment bureau. 

The local campaign committee, de- 
veloped from representative members of 
active civic groups, set a goal of $1,500,- 
000. It estimated that approximately 
$1,800,000 was expended for labor and 
materials on home improvements and re- 
pairs, including some commercial con- 
struction. In all, 300 individual employ- 
ment pledges were secured, which pro- 
vided approximately 14,000 hours of labor 
on odd jobs during the 90 days following 
the campaign. As a result of this im- 
provement campaign the Lincoln com- 
munity chest reported a decline of 50 per 
cent in applications for relief during the 
period of special activity. 

That an organized home-improvement 


FOLLOWING is an interesting table of percentages—a 
figure-fact breakdown showing the nature of the renovize 
pledges made by Philadelphia in this successful campaign: 


Air Conditioning 
Carpentry 


Concrete and 


Electrical work 
Elevators 


Heating 
Landscaping . 


Masonry .. 
Painting ........... 
Paperhanging 


Plasterin 
Percentage 


.... 6.80 

. 2.84 
451 
1.23 

£33 


Power plant 


New construction 
Alterations 


Additions 


campaign is a worth-while community in- 
vestment is revealed in a study of the 
costs of such campaigns conducted in 
twenty cities throughout the country. 
These cities were selected as typical from 
the list of 145 which have reported re- 
sults of campaigns to the Commerce De- 
partment’s home modernizing committee. 

The population of the cities studied 
ranged from 10,000 to 300,000, with 
campaign costs varying from $100 to 
$5,000. Actual pledges toward property 
improvements, obtained as a result of 
the campaigns, varied from $40,000 to 
more than $10,000,000. 

The average population of the twenty 
cities was 74,000; the average per capita 
expenditure on the campaigns less than 
two cents, with an average per capita 
investment in property improvements 
around $14. 

While each citizen of a community 
conducting a modernizing campaign natur- 
ally does not either contribute to its ex- 
pense or benefit directly by its results, it 
is pointed out that no city can spend 
amounts ranging from $40,000 to $10,- 
000,000 locally without stimulating local 
business and improving the local labor 
situation. 

A prominent real estate operator says: 
“If our banks would make a thorough sur- 
vey of the present cost of modernization 
in the buildings they own they would 
quickly see how economically they could 
make good income-producing property 
out of them.” 


Plumbing and steamfitting 5.16 


Roofing and sheet metal 
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Our Severest Critic A Victim of Experience 
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ORR IN THE CHICAGO TRIBUNE 


THE ST. LOUIS GLOBE-DEMOCRAT 


CONVENTION 
CALENDAR (1933) 


A. B. A. MEETING 


4-7 


A.B.A. Convention, Chicago. 


State Associations 


24-25 


1-2 


North Carolina Bankers As- 
sociation, Wrightsville Beach. 


Wyoming Bankers Associa- 
tion, Casper. 


Delaware Bankers Associa- 
tion, Rehoboth. 


Kentucky Bankers Associa- 
tion, Louisville. 


Other Financial 


11-14 


15-16 


18-20 


Financial Advertisers Assn., 
New York City. 


Massachusetts Savings Banks 
Association. 


National Association of Secu- 
rities Commissioners, Mil- 
waukee, Wis. 


Mortgage Bankers Associa- 
tion, St. Louis, Mo. 


New York Savings Banks 
Association, New York, N. Y. 


Investment Bankers Associa- 
tion of America, Hot Springs, 
Va. 


National Conference of Bank 
Auditors & Comptrollers, 
Chicago. 
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The August Question: 


“What Services Can City Banks Render Their 
Correspondents Under the New Banking Act?” 


HE new Banking Act, by prohibit- 

ing the payment of interest on de- 

mand deposits, brings into new 
prominence the relations between city 
and country banks and the methods by 
which they may be strengthened to the 
mutual advantage of both groups of in- 
stitutions. 

While a hasty glance at the new sit- 
uation may indicate that the inability 
of the metropolitan bank to pay interest 
must result in wholesale withdrawals, a 
broader-gauged study reveals many op- 
portunities for the cementing of even 
firmer connections as a by-product of 
this legislation. 

Readers may recall the survey which 
the JOURNAL conducted in the winter, 
the results of which were published in 
the January and March issues. Many 
avenues for broader service were pointed 
out in this study, notable among them 
the development of a service by city 
banks designed to render help on in- 
vestment and management problems to 
smaller institutions. City banks, because 
of their broader experience, closer access 
to prompt information and employment 
of specialists, have extensive facilities 
which would be invaluable to their cor- 
respondents, so that thought may well 
be given to the possibilities of increased 
activities in this direction as an offset to 
the stoppage of interest payments. 

Many other methods for closer co- 
operation suggest themselves. Perhaps 
collections can be speeded up, credit in- 
formation be made more easily and 
quickly available, advice be extended in 
regard to commercial paper, machinery 
for the safeguarding of securities and 
the collection of coupons improved, or a 
system of closer personal contacts built 
up which will result in a clearer under- 
standing of mutual problems and a more 
intimate exchange of useful experience. 

This whole problem is one which de- 
serves the immediate and earnest con- 
sideration of every one engaged in bank- 
ing. If the best thinking of the whole 
fraternity is devoted to the subject, 
much can be done to offset any tem- 
porary ill effects, and the JOURNAL 
therefore makes it the basis for its 
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Answers to the JOURNAL'S July question 
are on Page 38 of this issue 


August question, which appears above. 

Tell us in 150 words what steps, in 
your opinion, can be taken to strengthen 
the ties between city banks and their 
correspondents. Be as practical and spe- 
cific as possible and depend upon it that 
your contribution will be accorded every 
consideration by the editorial committee 
which passes on all replies. 

How one metropolitan bank regards 
the prospects for change is shown by the 
following excerpts from a circular re- 
cently mailed by the Philadelphia 
National Bank to all its correspondents. 

“Twenty years ago the Federal Re- 
serve Act brought about what were then 
considered to be the most important and 
profound changes which had up to that 
time been introduced into the business 
of banking,” the circular says. “Bankers 
were very naturally as much concerned 
with the immediate effects of the new 
law upon their everyday practice as they 
were with respect to the economic re- 
sults in which the entire business, social, 
and political worlds were more particu- 
larly interested. As we face new prob- 
lems presented by the Banking Act of 
1933 and attempt to forecast what may 
now happen, we can at least agree that 


Rules for the Monthly Forum 


very few of the more radical changes 
that were freely predicted during 1914 
and 1915 as inevitable under Federal 
Reserve Bank development ever came to 
pass. 

“The reasons are quite clear. Statute ~ 
law and the institutions which laws | 
sanction or create are concerned with 
human relationships and services. We 
may deal in such abstract terms as in- 
dustry, commerce, transportation and 
banking; but concretely these are merely 
words and symbols of the means or- 
ganized society has developed, that in- 
dividuals may live comfortably and 
with some fair promise of peace and 
prosperity. Laws may be changed over- 
night, but habits and tendencies will 
not be so easily overridden. 

“Basing our conclusions upon these 
considerations, and supported by the 
fact that the organization of the Fed- 
eral Reserve banks disturbed only to a 
slight degree the relationship existing 
between out-of-town banks and their 
city correspondents, we are convinced 
that the interest provisions of the Bank- 
ing Act of 1933 will have but little effect 
in the way of shifting balances and ac- 
counts between banks. We believe that 
the varied and extensive facilities which 
our correspondents enjoy and which are 
fully available for every banking need, 
will continue to be useful.” 


1. Answers must be 150 words or less. 
2. They must be received by the JOURNAL not later than the 10th of the 


month in which the question appears. 


3. Anyone who wishes to obtain in advance the question for the following 
month can do so by writing to the JOURNAL on or before the 15th of any month. 
4. Answers may be submitted by anyone not a member of the JouRNAL staff, 


regardless of whether he is a subscriber. 


5. Awards will be made to the seven most concise, accurate and interesting 
answers. The first of the seven, judged on that basis, will be awarded $50, the 
second, $25 and the remaining five, $5 each. Awards will be announced in the 
issue of the JOURNAL following that in which the question was announced. 

6. Each month’s question will be particularly appropriate at the time of publi- 
cation, and articles covering various aspects of the question will be found in the 


JOURNAL’S pages for that month. 


7. The JOURNAL may terminate the forum at any time, making awards, how- 
ever, for answers to the last questions published. 
8. Manuscripts will not be returned except on request by the author. 
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